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Who  says  lightning  doesn’t  strike 
twice  in  the  same  spot? 

Strike  one:  1993.  Ernst  revolution- 
izes clearing  with  EPS,M-Ernst's 
Paperless  Solution.  Suddenly,  nothing 
is  the  same. 

Strike  two:  1997.  Ernst  introduces 
ENX  -Ernst  Network  Xpress  that  puts 
you  and  your  clients  in  the  forefront  of 
trading  technology. 

Internet  Trading.  Touchtone  Trading. 

ENX"  is  a model  of  efficiency  and 
economy.  You  sign  up  for  it;  your 
clients  get  an  Internet  trading  site  with 
your  company's  logo  and  color  theme, 
with  the  full  functionality  of  trading, 


account  inquiry,  quotes/news,  and 
research  retrieval.  Tire  theory  is  to 
keep  your  valued  customers  with  the 
best  and  the  latest.  And  to  add  new 
ones  who,  more  and  more,  insist  on  this 
technology. 

Another  important  aspect  of  ENX" 
is  touchtone  trading:  your  customers 
can  make  trades,  get  quotes  and  make 
account  inquiries  by  simply  pushing  a 
few  telephone  buttons. 

A Big  Idea  for  Small  Offices. 

ENX"  has  another  element  as  well. 
Any  correspondent  or  correspondent 
branch  office  that  does  not  want  to 
incur  the  expense  of  maintaining  a ded- 


icated line,  can  have  access  to  Ernst  on- 
line, 24  hours  a day,  7 days  a week-  to 
enter  trades,  quickly  check  multiple 
account  balances,  retrieve  news  and 
quotes  and  get  other  information.  It's  a 
cost-efficient  system  for  small  firms 
that  provides  all  the  technology  and 
sophistication  of  the  big  firms. 

Call  our  CEO.  Bill  Behrens,  at 
1-800-48  ERNST  and  see  what's  next, 
now.  Or  visit  us  at  our  Internet  site: 
http://www.ernst-co.com. 

Ernst 

^Company 

The  company  that  works  for  you. 
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STOCKS  & BONDS 

BUY  OR  BID  VIDEO  CATALOGS 


Stock  and  bond  video  catalogs;  in  color  with  audio  descriptions  and  separate  printed  text  and  prices  of  each  lot  offered.  Includes  autographed,  railroads,  mining, 
oils,  automotive,  foreign,  etc,  etc.  Subscription  in  the  U.S.  (VHS) . . .6  video  catalogs  issued  monthly  $50  postpaid.  In  Europe(PAL). . .$100  postpaid. 

Please  phone  if  you  would  like  further  details.  ..800-717-9529. 

WANTED: 

A professional  marketing  company  that  is  seriously  interested  in  selling  American  stocks  and  bonds  on  a large  scale.  In  the  past  16  years, 
we  have  built  up  the  largest  and  finest  inventory  in  the  world.  We  can  supply  and  service  such  a company.  Phone  or  fax  George  LaBarre. 

WANTED: 

A serious  collector  of  the  following  categories. . . 

• RAILROADS  (a  collection  of  over  1,500  different  pieces  is  now  available). 

• MINING  (a  collection  of  over  600  different  pieces  is  available.) 

• AUTOGRAPHED  (hundreds  of  American  stocks  and  bonds  signed  by  the  Vanderbilts,  the  Astors, 
the  Duponts,  Edison,  Rockefeller,  Wells  and  Forgo,  etc.) 

GREAT  RAILROAD  BOOK: 

"Railroad  Stock  Certificates"  by  Terry  Cox. . .The  book  features. . .Complete  Guide  to  Collecting,  Listings  of  8,000  plus  certificates, 
and  with  a flexible  numbering  system.  $27.50  Postpaid  in  the  U.S.  $37.50  Postpaid  for  Foreign. 


WE  ARE  VERY  ANXIOUS  TO  BUY  FINE  QUALITY  AMERICAN  STOCKS  AND  BONDS 


GEORGE  H. 

La  B ARRE 

GALLERIES 

INC. 

P.0.  Box746,  Hollis,  New  Hampshire  03049 

CALL:  800-71 7-9529  or  603-882-241 1 FAX:  603-882-4797 
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Founder’s 
Report 

By  John  E.  Herzog 

Our  new  and  wonderful  IPO 
exhibit  is  up,  and  playing  to  enthusias- 
tic viewers!  The  gallery  has  been  totally 
reformatted,  and  you  will  be  surprised 
to  see  a dramatic  difference  from  the 
old  look.  You  will  also  be  pleased  to 
know  that  our  CNN fn  kiosk  is  run- 
ning, with  financial  news  in  the  gallery 
all  the  time  and  with  the  CNN  fn  web- 
site ready  for  all  visitors  to  browse. 
These  were  gifts  to  the  Museum  from 
our  new  partners  at  CNN,  and  we  are 
all  extremely  pleased. 

“Going  Public:  Own  a share  in  the 
American  dream”  is  designed  to 
inform  people  about  the  mechanism 
by  which  companies  in  the  U.S.  access 
the  capital  markets  for  debt  and 
equity,  but  that’s  not  the  whole  story. 
The  bigger  story  is  the  one  we  tend  to 
forget,  when  we  concentrate  on  the 
trees  instead  of  the  forest.  I got  an 


unexpected  view  of  the  forest  myself 
recently,  which  I would  like  to  share 
with  you. 

I was  at  Randolph-Macon  Woman’s 
College  in  Virginia  for  a trustees’  meet- 
ing, and  I picked  up  a brochure  for 
their  very  popular  “American  Culture 
Seminar.”  1 was  surprised  to  find  these 
words:  “Here,  faculty  and  students  use 
great  themes  in  American  culture — 
capitalism,  democracy,  race,  religion — 
as  starting  points  for  discussions.” 

Capitalism  as  our  culture:  have  we 
even  scratched  the  surface  of  our 
understanding  of  this?  Our  uniquely 
American  brand  of  capitalism  and  our 
capital  markets  are  the  envy  of  every 
nation;  they  have  given  Americans  the 


highest  standard  of  living  ever  known 
while  supporting  endeavors  of  every 
description,  including  rich  and  varied 
cultural  institutions  in  greater  num- 
ber and  diversity  than  anywhere  else. 
As  citizens,  we  need  to  learn  more 
about  how  all  this  happened  to  cele- 
brate our  achievement  as  a nation. 
And  we  also  need  to  avoid  the  pitfalls 
of  the  system,  which  we  experienced 
in  the  Crash  of  1929  and  the  savings 
and  loan  bailout,  for  instance,  each 
having  caused  terrible  misery  across 
the  country.  Our  enhanced  under- 
standing of  financial  history,  and  par- 
ticipation in  the  mechanics  of  the 
markets,  will  enable  everyone  to 
address  basic  life  issues.  CGI 


MUSEUM 
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The  Museum  of  American  Financial  History  is  the  newest 
public  repository  of  documents,  stock  and  bond  certificates, 
engravings,  and  other  historically  significant  artifacts  dedicated 
to  the  origins  and  history  of  the  American  capital  markets. 

The  Museum  is  located  at  28  Broadway,  New  York  City. 

Hours:  11:30  a.m.  until  3:30  p.m.  daily.  Admission  is  free, 
and  special  hours  can  be  arranged  for  group  tours.  For  further 
information,  please  contact  the  Museum  at  212-908-4519. 


Neighborhood  News 

Museum  Executive  Director  Brian  Thompson,  left,  welcomes  soon- 
to-be  neighbor  Les  Elam,  Executive  Director  of  The  American  Numismatic 
Society,  at  the  October  29  gala.  The  140-year-old  Society  recently  announced 
plans  to  relocate  to  the  Financial  District.  Earlier  in  the  month,  Elam  and 
Numismatic  Society  Chairman  Arthur  Houghton  visited  the  Museum  to  begin 
to  explore  future  paths  of  mutual  cooperation  in  lower  Manhattan. 

Outside,  it  may  not  be  kite  season,  but  banners  are  flying  high  at  the 
Museum.  Two-story  tall  vertical  banners  now  flank  the  Museum  entrance 
at  28  Broadway,  making  the  Gallery  and  Visitors  Center  considerably  more 
visible  to  passers-by  and  attracting  much  public  attention.  The  banners, 
installed  on  the  Museum’s  tenth  anniversary  in  October,  will  fly  until 
inclement  weather  sets  in  this  winter. 

Clarification... The  Stock  Market  Game  was  founded 
in  the  1970s.  Newsday  is  celebrating  its  tenth  anniversary 
of  SMG  sponsorship  this  year. 
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Therese  Kopin 


The  new  partnership  between  the  Museum  and  CNNfn  resulted 
in  the  creation  of  a permanent  interactive  kiosk  in  the  Museum  gallery. 
The  display  features  live  financial  news  and  access  to  CNNfn’s  website. 


Museum,  CNNfn 
Team  Up  on  New 
Interactive  Display 

With  the  celebration  of  the 
Museum’s  tenth  anniversary  on  Octo- 
ber 29  came  the  announcement  by  gala 
host  and  CNN fn  Anchor  Jan  Hopkins 
of  an  exciting  new  partnership  between 
the  Museum  and  CNN  Financial  Net- 
work— and  a permanent  gift  to  the 
gallery.  In  addition  to  its  support  of  the 
event,  the  network  donated  a custom- 
built  kiosk  featuring  continuous  live 
television  CNN  fn  programming,  as 
well  as  a computer  system  linked  to  its 
companion  website  (www.cnnfn.com). 
“This  addition  has  instantly  become  a 
big  hit  with  visiting  school  groups,  who 
are  eager  to  learn  new  applications  for 
the  Internet,”  said  Director  of  Exhibits 
and  Education  Meg  Ventrudo. 


Lou  Dobbs,  president  of  CNNfn, 
said  the  network  is  proud  to  help  tell 
the  story  of  the  nation’s  financial  his- 
tory. “There  is  perhaps  no  more  grati- 
fying tribute  to  CNN  Financial  News’ 


longstanding  tradition  at  the  fore- 
front of  television  business  journal- 
ism than  to  have  a permanent  place 
in  the  Museum  of  American  Financial 
History,”  Dobbs  said.  B3 


Museum  Reinvents  Space  with  New  Gallery  Design 

The  Museum’s  recent  gallery  reno- 
vation, completed  just  in  time  for  the 
opening  of  the  “Going  Public” 
exhibit,  has  added  a new  dimension  to 
the  Museum’s  presentation  of  finan- 
cial history.  Visitors  are  now  greeted 
at  the  gallery  entrance  by  a 10-foot 
high  Wall  Street  scene  from  the  turn  of 
the  century.  Among  the  highlights  of 
the  new  look  are  an  interactive  finan- 
cial news  terminal,  a display  which 
introduces  children  to  the  financial 
pages  of  the  newspaper,  a 1960s  trad- 
ing room,  and  an  American  Bank 
Note  Company  display  featuring  the 
mantel  from  its  historic  former  offices 
in  the  Financial  District. 

The  innovative  gallery  design  has 
also  introduced  into  this  space  new 
gallery  surfaces  for  the  Museum’s 
rotating  exhibits — a segmented  free- 
standing wall  section  which  can  be 
reconfigured,  recovered  and  relocated 


in  the  gallery  with  each  new  exhibit. 
“These  exciting  changes  were  made 
possible  by  the  generosity  of  our  spon- 
sors,” said  Executive  Director  Brian 
Thompson.  “These  much  needed 
changes  not  only  helped  us  mount  the 
current  exhibit  more  effectively,  but 
will  outlive  this  show  and  serve  us 
well  for  years  to  come.”  Design  and 
fabrication  was  done  by  Concrete  Jun- 
gle Construction  of  New  York.  HO 


The  Museum  gallery  was  renovated  to  include  a 
central  wall  featuring  a Delmonicos  display  and 
financial  games  for  children. 


The  Museum's  new  gallery  design  includes 
this  Wall  St.  scene  from  the  early  1900s 
at  the  gallery  entrance. 
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Museum  Exhibit 
Schedule 


Fall  1998 


Going  Public 

Own  a share 
in  the  American  dream 


Spring  1999 

Financial  News  is  News 
How  Wall  Street  Communicates 


Fall  1999 

Derivatives 
from  Biblical  Days 
to  the  21st  Century 


Spring  2000 

American  Business  at  the 
Turn  of  the  Century 

1800  — 1900  — 1000 


Be  sure  to  visit  our  gallery 
at  28  Broadway 
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The  Museum  of  American  Financial  History 
gratefully  acknowledges  the  support 
of  the  following  underwriters 

Hambrecht  & Quist  LLC 
The  Robinson-Humphrey  Company,  LLC 
The  American  Stock  Exchange 
CNN/« 

Gruntal  & Co.,  LLC 
Herzog  Heine  Geduld,  Inc. 

McDonald  & Company  Securities  Loundation 


And  the  following  contributors 


Ault,  Inc. 

CIGNA  Archives 

The  Coca-Cola  Company 

Dell  Computer  Corporation 

Delmonicos 

eBay  Inc. 

Ford  Motor  Company  Archives 
Genentech,  Inc. 

Green  Bay  Packers 

IDG  Books  Worldwide,  Inc. 


IPO  Monitor 
John  F.  Kennedy  Library 
Lucent  Technologies 
McDonald’s  Corporation 
Museum  of  the  City  of  New  York 
The  Nasdaq-AMEX  Market  Group 
The  New  York  Stock  Exchange 
R.M.  Smythe  & Co.,  Inc. 

Securities  and  Exchange  Commission 
Wit  Capital  Corporation 


The  Museum  would  like  to  thank  these  members 
for  their  generous  donations: 


Donor  Members 
Ms.  Julie  Baker 
Mr.  & Mrs.  Robert  Bartley 
Mr.  James  W.  Everett,  Jr. 

Mr.  & Mrs.  William  J.  Fitzpatrick 
Ted  Maudis  Associates 


Alexander  Hamilton 
Society  Members 
Association  for  Investment 
Management  Research 
Mr.  Jay  A.  Buckingham 
Mr.  & Mrs.  John  J.  Gilbert 
Mr.  George  M.  Jones 


Sponsor  Member 
Mr.  Randy  Cepuch 


The  Museum  thanks  all  contributors , old  and  new,  for  their  continued  support. 
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Museum  Celebrates  Tenth  Anniversary — 
Unveils  Rockefeller  Bust,  Opens  New  Exhibit 


The  Museum  of  American  Financial  History 
inaugurated  its  Tenth  Anniversary  year  on  October  29  with 
the  unveiling  of  a major  addition  to  its  permanent  collec- 
tion and  the  opening  of  a new  exhibition,  “Going  Public: 
Own  a Share  in  the  American  Dream.”  The  gala  event, 
hosted  by  CNN  Financial  Network,  took  place  in  the 
grand  lobby  of  the  historic  26  Broadway  building,  former 
headquarters  of  John  D.  Rockefeller’s  Standard  Oil  Com- 
pany, where  the  Museum  is  located. 

Greeted  by  brightly  illuminated  hanging  exterior  ban- 
ners and  a festive  red  carpet,  the  400  guests  included 
civic  leaders,  colleagues  from  the  museum  and  arts  com- 
munities, financial  professionals,  and  many  longtime 
friends  of  the  Museum.  Inside,  the  evening’s  fare 
included  live  music  and  a cocktail  buffet.  The  gala  cul- 
minated weeklong  anticipation  which  began  with  a Sun- 
day New  York  Times  feature  story,  followed  by  coverage 
by  National  Public  Radio,  the  BBC,  French  and  German 
media,  and  an  article  on  the  front  page  of  the  Wall  Street 
Journal  on  the  day  of  the  event. 

The  highlight  of  the  event  was  the  unveiling  of  Jo 
Davidson’s  artist’s  proof  of  his  celebrated  bust  of  John  D. 
Rockefeller.  The  bust,  restored  to  the  space  for  which  it 
had  originally  been  commissioned,  was  unveiled  by 
Museum  Founder  and  Chairman  John  Herzog  and  the 
Trustees  with  the  help  of  the  evening’s  host,  CNN fn 
Anchor  Jan  Hopkins. 

The  occasion  also  marked  the  opening  of  the  “Going 
Public”  exhibit,  which  profiles  the  process  by  which  enter- 
prises become  publicly-held  companies.  Documents  fea- 
tured in  the  exhibit  include  the  1791  public  offering  for  the 
first  Bank  of  the  United  States  and  specimen  shares  of  mod- 
ernday,  high  tech  stocks  such  as  eBay  Inc.,  an  online  auc- 
tion company  which  recently  went  public.  The  exhibit  will 
be  up  through  April  1999. 


Top,  CNNfn  Anchor  Jan  Hopkins  with  Museum  Chairman  John  Herzog 
and  Executive  Director  Brian  Thompson  at  the  Museum’s  Tenth 
Anniversary  celebration. 

Center,  Guests  at  the  Museum’s  “Going  Public”  exhibit  preview: 

(L  to  R)  Trustee  Stephen  Cooper,  David  Deutscb,  Mark  Tomasko  and 
Dr.  Robert  Schwartz. 

Bottom,  Museum  Trustee  Mort  Wagner  was  a featured  speaker  at  the 
Tenth  Anniversary  gala. 
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The  Amalgamated 
Copper  Company  IPO 

Beginning  of  a New  Era 


By  Brian  Grinder  & Dan  Cooper 


This  issue  of  Financial  History 
highlights  the  initial  public  offering 
(IPO)  process.  There  is  no  doubt 
that  the  process  of  “going  public” 
has  been,  and  continues  to  be,  criti- 
cally important  to  the  development 
of  the  American  economy.  Through 
the  initial  public  offering,  young 
firms  gain  access  to  important  capi- 
tal that  fuels  the  firm’s  operations. 
With  access  to  equity  capital,  these 
firms  create  new  markets  and  inno- 
vate existing  markets. 

In  the  past  few  years,  many  new 
firms  have  exploded  onto  the  stock 
markets  and  within  months  developed 
market  capitalizations  of  over  a billion 
dollars.  Many  of  these  newest  firms  are 
associated  with  Internet  technologies. 
The  firm  highlighted  in  this  column 
was  one  of  the  first  to  use  an  IPO  to 
help  develop  the  telephone  and  electri- 
cal systems;  the  foundations  for  today’s 
“information  superhighway.” 

The  ioo-year-old  story  of  the  trials 
and  tribulations  of  the  Amalgamated 
Copper  Company  is  instructive  for 
today’s  high-flying  high-technology 
marketplace,  where  soaring  P/E  ratios 
reach  into  the  hundreds  and  stock 
prices  routinely  reach  mythical  levels 
before  the  firm  ever  shows  a profit.  As 
we  will  see,  this  is  not  the  first  time 
that  enthusiasm  over  new  technologies 
has  outstripped  fundamental  financial 
common  sense. 

In  his  biography  of  Bernard 
Baruch,  author  James  Grant  illus- 
trates the  lack  of  financial  informa- 
tion that  was  available  at  the  turn  of 


century  with  the  announcement  of 
the  Amalgamated  Copper  Com- 
pany’s public  offering  in  the  Wall 
Street  Journal  in  1899.  The  advertise- 
ment read  simply: 

Amalgamated  Copper  Co.,  Capital 
$75,  000,000.  This  company  is  orga- 
nized under  the  laws  of  the  State  of 
New  Jersey  for  the  purpose  of  pur- 
chasing and  operating  copper-produc- 
ing properties.  Its  capital  is  $75  mil- 
lion divided  into  750,000  shares  of 
common  stock  on  a par  value  of  $100 
each.  It  has  no  bonds  or  mortgage 
debts.  This  company  has  already  pur- 
chased large  interests  in  Anaconda 
Copper  Co.,  Parrots  Silver  & Copper 
Co.,  Washoe  Copper  Co.,  Colorado 
Smelter  and  Mining  Co.,  and  other 
companies  and  properties.  (Signed) 
Marcus  Daly,  President 
H.  H.  Rogers,  Vice  President 
William  G.  Rockefeller,  Secretary 
and  Treasurer 

This  was  the  only  official  informa- 
tion given  to  the  public  about  the 
offering  by  the  holding  company’s 
executives,  yet  it  was  far  oversub- 
scribed. Copper  was  fast  becoming 
one  of  the  most  important  metals,  as 
new  inventions,  such  as  electric  lights, 
the  telephone,  and  other  new  tech- 


nologies required  its  use.  According 
to  author  Ron  Chernow,  “Mobs  had 
formed  outside  National  City  Bank 
and  four  burly  policeman  had  to  shut 
the  doors  against  these  disappointed 
investors.”  In  spite  of  the  enthusiasm 
over  this  offering,  it  turned  out  to  be 
“one  of  the  most  notorious  chapters 
in  Wall  Street  history.” 

Marcus  Daly,  though  listed  as  pres- 
ident of  Amalgamated,  was  really  only 
a figurehead.  He  was  the  power 
behind  the  Anaconda  Copper  Mining 
Company.  Anaconda  was  then  the 
dominant  economic  and  political  force 
in  the  state  of  Montana.  By  1899, 
however,  the  power  and  influence  of 
the  local  heavyweight  was  being  inex- 
orably replaced  by  the  ascendance  of 
large  national  firms.  In  fact,  Daly 
would  be  dead  in  less  than  two  years 
after  the  formation  of  Amalgamated. 

The  real  powers  behind  the  Amal- 
gamated public  offering  were  Henry 
H.  Rogers  and  William  Rockefeller 
(John  D.  Rockefeller’s  brother)  of  the 
Standard  Oil  Company  whose  goal, 
according  to  historian  William  G. 
Robbins,  was  to  quickly  consolidate 
“its  Montana  industrial  empire  into  a 
fully  integrated  operation  that  even- 
tually would  control  raw  materials, 


The  public  offering  of  Amalgamated  Copper  Co.  in  1899  helped  usher  in 
the  technological  advances  of  the  early  20th  century.  Among  the  inventions  dependent 
on  copper  wire  were  the  telephone,  dictaphone  and  stock  ticker. 


energy  supplies,  smelting,  and  refin- 
ing under  one  corporate  enterprise.” 
The  involvement  of  Rogers  and 
Rockefeller  no  doubt  fueled  the  spec- 
ulative mood  on  Wall  Street. 

However,  these  two  industrial  mag- 
nates clearly  intended  to  exploit  their 
unwitting  investors.  The  purchase  of 
the  Anaconda  Copper  Company  had 
been  made  with  a $39  million  loan 
from  National  City  Bank.  The  $75 
million  from  the  stock  issue  was  used 
to  retire  this  loan,  leaving  a profit  of 
$36  million.  The  two  went  on  to 
manipulate  the  stock  price  of  Amalga- 
mated downward,  inducing  many 
shareholders  to  sell.  Rogers  and  Rock- 
efeller then  bought  up  the  shares  at 
depressed  prices.  Thomas  Lawson,  a 
stockbroker  who  was  involved  in  the 
Amalgamated  project,  later  wrote 
about  the  scandal,  “I  have  unwittingly 
been  made  the  instrument  by  which 
thousands  upon  thousands  of 
investors  in  America  and  Europe  have 
been  plundered.” 

Regardless  of  the  method  of  acquisi- 
tion, the  effects  on  western  states  from 
the  takeovers  were  enormous.  In  Mon- 
tana, local  control  of  a huge  part  of  the 


economy  passed  into  the  hands  of  out- 
siders who  have  been  described  as  “a 
group  of  corporate  executives  who 
were  notorious  for  their  ruthless  deal- 
ings. For  example,  in  1903,  Amalga- 
mated shut  down  all  of  its  operations 
in  Montana  in  a move  designed  to 
thwart  all  opposition  to  its  plans  for 
Montana.  Fifteen  thousand  men  (most 
of  Montana’s  work  force  at  the  time) 
were  thrown  out  of  work  for  three 
weeks  before  a special  session  of  the 
legislature  was  called  to  give  Amalga- 
mated what  it  wanted.  A western 
newspaper  commenting  on  the  shut- 
down noted  that  “It  took  the  Amalga- 
mated Copper  Company  just  over 
three  weeks  to  coerce  Montana  into 
falling  on  her  knees  with  promises  of 
anything  that  a big  corporation  might 
want.”  For  a while,  Amalgamated 
reigned  supreme  in  Montana. 

Application  to  Modern  Finance 

The  story  of  Amalgamated  Copper 
illustrates  how  unscrupulous  men  bent 
on  personal  gain  duped  the  American 
financial  marketplace.  We  must  always 
remember  that  whenever  large  num- 
bers of  investors  throw  caution  to  the 


wind  by  investing  without  regard  to  the 
lack  of  fundamental  financial  value, 
there  is  the  opportunity  for  manipula- 
tion and  loss.  However,  in  contrast  to 
1899,  a modern  prospectus  can  run  for 
hundreds  of  pages.  Federal  laws,  public 
disclosure  requirements,  and  standard- 
ized accounting  procedures  help  protect 
investors  and  give  them  access  to  a great 
deal  of  valuable  information.  While  the 
potential  for  speculation  still  exists,  the 
probability  of  another  Amalgamated- 
like  scandal  has  been  greatly  reduced. 

The  tale  of  Amalgamated  also 
allows  us  to  see  the  impact  on  an  entire 
region  of  the  country  as  it  was  held 
hostage  by  one  firm.  Today’s  modern 
multi-national  giants  also  exercise 
great  power  over  state  and  national 
governments.  Microsoft,  for  example, 
is  a force  to  be  reckoned  with  even  for 
the  government  of  the  United  States.  In 
(continued  on  page  36) 
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These  days,  many  people  seem  to 
feel  a desire,  perhaps  a need,  to  look  at 
America’s  past  as  halcyon  days,  peo- 
pled by  giants  who  knew  exactly  what 
they  were  doing  and  by  an  electorate 
who  was  equally  clearheaded  and 
farseeing.  In  fact,  Americans  have 
struggled  angrily  and  ferociously 
about  the  future  since  the  republic 
began,  and  most  of  the  struggle  was 
with  their  fellow  Americans.  Nowhere 
has  this  been  more  true  than  in  the 
often  contentious  relationship  between 
businessmen  and  politicians. 

Almost  from  the  moment  the  war 
for  independence  ended  in  victory,  a 
new  conflict  began — the  attempt  to 
define  the  kind  of  country  America  was 
going  to  be.  The  first  sharp  differences 
emerged  in  the  argument  over  the  Con- 
stitution. To  everyone’s  consternation, 
two  embryonic  political  parties 
appeared,  the  Federalists  who  believed 
in  the  importance  of  a central  govern- 
ment and  the  Antifederalists  who 
feared  this  central  government  would 
be  a menace  to  American  liberties. 

Too  often,  conventional  history 
books  tell  the  story  as  if  the  first  years 
of  the  Republic  were  a whole  new  ball 
game,  and  the  arguments  that  raged 
emanated  from  differences  between 
prominent  men,  in  particular  Thomas 
Jefferson  and  Alexander  Hamilton. 

In  fact,  these  gentlemen,  particu- 
larly Jefferson  and  his  colleague  James 


Madison,  reflected  a still  smouldering 
hostility  to  the  Constitution  in  their 
constituents.  Recent  research  has 
revealed  that  Madison,  in  particular, 
was  forced  to  desert  Hamilton  to  be 
the  violent  antipathy  to  the  Constitu- 
tion among  the  voters  who  sent  him  to 
Congress.  The  Antifederalists  were  a 
political  conflagration  waiting  to  hap- 
pen, and  Jefferson,  a politician  who 
was  happiest  when  he  had  an  enemy 
he  could  demonize,  turned  out  to  be 
their  natural  leader. 

Hamilton  was  the  natural  leader  of 
the  Federalists,  especially  after  he  artic- 
ulated his  vision  of  a nation  in  which 
men  of  wealth  would  have  a stake.  His 
seemingly  miraculous  creation  of  capi- 
tal out  of  the  funded  national  debt  and 
the  establishment  of  the  Bank  of  the 
United  States  made  the  Federalist  party 
the  inevitable  political  destination  of 
almost  every  businessman  and  lawyer 
in  the  country — at  first. 

That  was  when  the  trouble  began. 
The  Jeffersonians  abandoned  the  nega- 
tive sounding  name,  Antifederalists, 
and  called  themselves  Republicans,  a 
name  that  enabled  them  to  portray 
themselves  as  the  voice  of  the  average 
man.  In  1800,  83  percent  of  these  aver- 
age men  were  farmers.  “Those  who 
labor  in  the  earth,”  declared  Jefferson, 
“are  the  chosen  people  of  God.” 


The  Jeffersonians  said  the  Federal- 
ists were  a party  of  elite,  money-grub- 
bing merchants  and  lawyers  who 
cheated  honest  farmers.  Hamilton 
was  trying  to  turn  America  into  a mir- 
ror image  of  England,  a country 
where  financial  speculation,  political 
corruption,  and  mobs  of  disenfran- 
chised factory  workers  required  a 
standing  army  to  keep  aristocrats  in 
power.  Whether  or  not  this  was  true, 
it  demonized  Hamilton  and  his  party 
in  the  eyes  of  many  voters. 

It  would  take  a long  time  for 
Americans  to  realize  that  Jefferson 
and  his  friends  were  defending  a 100- 
year-old  status  quo.  They  wanted  to 
preserve  the  role  for  which  England 
had  designed  the  colonies — suppliers 
of  raw  materials  for  the  mother  coun- 
try. Hamilton  wanted  the  United 
States  to  have  banks,  factories,  and  a 
stock  market  because  he  saw  a future 
in  which  an  industrialized  America 
would  reduce  England  to  a mere 
appendage.  This  was  a hard  sell  to 
farmers  who  were  being  told  they 
were  the  chosen  of  the  earth. 

The  Hamiltonian  defeat  is  never- 
theless astonishing,  if  we  pause  to 
look  at  the  economic  growth  his  sys- 
tem created.  In  1789,  the  country  had 
three  banks  with  a capital  of  less  than 
$5  million.  By  1800,  there  were  2.9 
banks  with  capital  of  $2.9  million,  a 
sixfold  increase.  Exports  went  from 
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$20  million  to  $70  million.  Factories 
sprang  up  in  New  England,  soon 
spinning  100,000  pounds  of  cotton  a 
year  into  yarn.  New  York  City  alone 
had  256  cabinet  and  chair  makers,  26 
silversmiths,  and  72  watchmakers. 

But  on  the  political  level,  these  eco- 
nomic achievements  won  the  Hamil- 
tonians little  support. 

In  the  1802  Congressional  elec- 
tions, voters  deserted  the  Federalists  in 
droves.  When  the  seventh  Congress 
assembled  in  March  1803,  there  were 
a mere  39  Federalists  versus  103 
Republicans  in  the  House  of  Repre- 
sentatives and  a paltry  nine  Federalists 
versus  25  Republicans  in  the  Senate. 

Not  a few  Federalists  blamed 
Hamilton  for  this  collapse.  Noah  Web- 
ster, who  combined  Federalist  politics 
and  lexicography,  warned  Hamilton 
that  his  “ambition,  pride  and  overbear- 
ing temper”  were  in  danger  of  making 
him  “the  evil  genius  of  this  country.” 

In  fact,  this  description  could  also 
be  applied  to  the  entire  Federalist 
party.  From  the  beginning,  the  Feder- 
alists tried  to  congratulate  themselves 
for  the  Constitution  as  the  creation  of 
the  brainpower.  They  dismissed  the 
arguments  of  their  opponents  as  child- 
ish prattle,  or  the  cant  of  ignorant 
demagogues. 

Another  point  worth  remembering 
is  how  close  the  Jeffersonians  came  to 
winning  control  of  the  country  in 
1796,  when  Washington  retired  from 
the  Presidency.  Jefferson  lost  to  John 
Adams  by  only  two  electoral  votes. 

This  close  call  spooked  the  Federal- 
ists, and  they  reacted  by  going  to 
unfortunate  extremes.  The  French 
Revolution  was  churning  through  the 
world,  and  the  Jeffersonians  were  its 
passionate  advocates  in  America.  Jef- 
ferson said  rather  than  let  the  French 
Revolution  fail,  he  was  willing  to 
depopulate  the  entire  globe,  if  the  last 
two  survivors  were  Democratic- 
Republicans.  This  gave  not  a few  Fed- 
eralists cold  chills. 

Then  there  was  the  rhetoric  and 
accusations  of  the  Republican  news- 


papers. James  Thomson  Callender, 
one  of  Jefferson’s  hired  muckrakers, 
accused  Hamilton  of  making  $40  mil- 
lion speculating  behind  the  scenes  in 
Bank  of  the  United  States  stock  and 
other  securities.  A letter  forged  by 
John  Beckley,  another  Jefferson  hit 
man,  supposedly  proved  that  Hamil- 
ton had  conspired  to  bring  one  of 
George  Ill’s  sons  to  America  as  King. 

Anyone  might  lose  his  balance  in 
such  a dirty  combat,  but  the  Federalists’ 
mistakes  were  particularly  egregious. 
One  thing  they  refused  to  recognize  was 
the  ongoing  power  of  the  Declaration 
of  Independence  in  the  American  psy- 
che. Those  stirring  Jeffersonian  phrases 
about  life,  liberty  and  the  pursuit  of 
happiness  resonated  in  the  American 
soul  far  more  deeply  than  the  complex 
compromises  of  the  Constitution. 

The  Federalists’  attempt  to  stake 
their  claim  to  leadership  on  the  Con- 
stitution was  doomed  almost  from  the 
start.  It  worked  only  as  long  as  they 
could  claim  the  aura  of  George  Wash- 
ington. Once  he  departed  from  the 
scene  in  1799,  they  were  a party  with- 
out ideas,  except  negative  ones. 

In  1783,  Hamilton  told  a friend,  “I 
have  an  indifferent  opinion  of  the 
honesty  of  this  country  and  ill-fore- 
bodings as  to  its  future  system.” 
Hamilton  acquired  this  opinion  as 
Washington’s  chief  aide  de  camp, 
watching  the  deplorable  performance 
of  the  Continental  Congress  during 
the  Revolution,  in  particular  its  inabil- 
ity to  summon  the  courage  to  tax  the 
American  people  to  pay  for  the  war. 
The  result  was  a ruinous  inflation  that 
destroyed  civilian  morale  and  led  to  a 
scandalous  neglect  of  the  Army  that 
frequently  brought  the  Revolution  to 
the  edge  of  disaster. 

In  1780,  after  a British  army  under 
the  command  of  the  Hessian  general, 
Wilhelm  von  Knyphausen,  marched 
into  New  Jersey  and  burned  two  towns 
while  the  understrength  American 
Army  remained  on  a cautious  defen- 
sive, Hamilton  wrote  to  a fellow  aide, 
“Our  countrymen  have  all  the  folly  of 


the  ass  and  all  the  passiveness  of  the 
sheep  in  their  composition. ..If  we  are 
saved,  France  and  Spain  must  save  us.” 

A few  months  later,  Hamilton  told 
a Continental  Congressman  that  the 
Army  was  “a  mob. ..without  clothing, 
without  pay,  without  provisions, 
without  morals,  without  discipline. 
We  begin  to  hate  the  country  for  its 
neglect  of  us.” 

This  mixture  of  anger  and  distrust 
was  never  eliminated  from  Hamilton’s 
psyche.  He  watched  with  dismay  and 
disbelief  the  process  by  which  most 
Americans  congratulated  themselves 
for  winning  the  Revolution  without 
admitting  they  had  virtually  aban- 
doned the  Continental  Army  that  had 
won  the  victory. 

“For  my  part,”  Hamilton  wrote, 
while  trying  to  persuade  New  Yorkers 
to  ratify  the  Constitution,  “I  am  not 
much  attached  to  the  majesty  of  the 
multitude.  I consider  them  in  general 
as  very  ill-qualified  to  judge  for  them- 
selves what  government  will  best  suit 
their  peculiar  situations.”  By  1802, 
Hamilton  was  describing  the  people  as 
a huge,  shapeless  blind  monster,  like 
the  Cyclops  in  Virgil’s  Aeneid. 

As  we  watch  an  America  that  seems 
to  be  drifting  into  government  by  poll- 
sters, I won't  debate  whether  or  not 
Hamilton  has  a point.  My  point  is — 
this  thinking  led  to  disastrous  political 
blunders  that  almost  threw  away 
Hamilton’s  legacy  of  creating  a sol- 
vent, prosperous  America.  When  John 
Adams  became  President  in  1796,  the 
Federalists  were  on  the  ropes.  But  fate 
handed  them  an  unbelievable  reprieve. 
As  fanatic  supporters  of  the  French 
Revolution,  the  Jeffersonians  damned 
Hamilton  for  his  diplomatic  tilt 
toward  America’s  old  enemy,  England. 
They  ignored  the  vital  British  role  in 
funding  Hamilton’s  system  with  their 
import  dues.  Instead  of  laughing  them 
out  of  the  game,  the  Federalists  called 
them  Jacobins  and  darkly  declared 
they  wanted  to  set  up  guillotines  in 
America’s  cities. 

( continued  on  page  29) 
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The  History 
and  Development 
of  the  Euro 

By  Ian  Moncrief-Scott 


Arguably  the  most  significant 
change  to  the  world’s  money  markets 
will  take  place  on  January  i,  1999, 
when  11  European  nations  will 
replace  their  currency  with  the  new 
Euro.  The  move  spells  the  end  of  the 
Franc  and  the  Mark. 

Great  Britain,  though  not  joining 
initially,  has  not  ruled  out  membership 
should  suitable  economic  conditions 
prevail.  Ultimately,  the  step  could  sig- 
nal the  end  of  dozens  of  independent 
countries  and  signify  a United  States 
of  Europe. 

Article  105a  (1)  of  the  Treaty  on 
European  Union,  popularly  known  as 
the  Maastrict  Treaty,  gave  the  European 
Central  Bank  exclusive  right  to  autho- 
rize the  issue  of  banknotes  and  coins 
within  the  participating  member  states. 

Also  established  by  the  Treaty,  the 
European  Monetary  Institute  Council 
(EMI)  formed  by  the  National  Central 
Banks,  has  two  main  tasks:  1)  To  con- 
tribute to  reaching  State  III  of  Eco- 
nomic and  Monetary  Union  (EMU) 
and  z)  To  prepare  the  European  Sys- 
tem of  Central  Banks  (ESCB). 

In  December  1995,  the  European 
Council  in  Madrid  set  the  framework 
for  banknote  and  coin  production. 
Euro  currency  will  circulate  by  Janu- 
ary zooz,  the  exact  date  announced  by 
the  ECB  Governing  Council  before 
January  1999. 

ECOFIN,  the  European  Council  of 
Finance  Ministers,  entrusted  coin  pro- 
duction to  the  Working  Croup  of  Mint 
Directors,  consisting  of  the  heads  of 


the  National  Mints.  Eight  coins,  rising 
in  value  from  one  cent  to  two  Euro, 
will  feature  in  the  range.  One  side  of 
each  coin  will  bear  a national  design, 
while  the  obverse  will  depict  a com- 
mon pattern.  In  June  1997,  the  Ams- 
terdam European  Council  endorsed 
the  design  for  the  common  side  of  the 
coin  and  invited  ECOFIN  to  adopt  the 
draft  Regulation. 

Even  before  the  EMI  was  consti- 
tuted, long  lead  times  for  banknote  pro- 
duction led  the  committee  of  the  Euro- 
pean Central  Bank  Governors  to 
establish  a Working  Group  on  the  Print- 
ing and  Issuing  of  a European  Banknote 
(BNWG).  Comprising  Chief  Cashiers 
and  General  Managers  of  the  NCB 
printing  works,  their  first  decision  was 
to  propose  a range  of  seven  denomina- 
tions: 5,10,  zo,  50,  100,  zoo  and  500. 

The  EMI  Council,  on  advice  from 
art  historians,  graphics  and  marketing 
experts,  selected  two  themes  for  a ban- 
knote design  competition  in  June  1995; 
‘Abstract,’  of  the  creator’s  imagination, 
and  ‘Ages  and  Styles  of  Europe,’  both 
bearing  the  EU  flag.  The  latter  topic 
represented  the  architectural  history  of 
Europe  over  distinct  periods:  Classical, 
Romanesque,  Gothic,  Renaissance, 
Baroque,  Rococo,  the  Age  of  Iron  and 
Glass,  and  zoth  Century. 

Launched  on  Feb.  iz,  1996,  the 
design  competition  lasted  seven 
months.  After  checking  for  printabil- 
ity  and  compliance,  the  NCBs  sent  the 
approved  designs  to  a notary  in 
Frankfurt  am  Main,  where  authorship 


identification  was  replaced  by  a three- 
digit  secret  code  number.  On  Sept,  zo, 
1996,  the  now  anonymous  designs 
were  released  to  the  EMI. 

A jury  of  14  independent  experts 
from  a wide  range  of  disciplines,  includ- 
ing marketing  art  and  advertising,  and 
representing  each  EEC  country  except 
Denmark,  which  had  not  ratified  the 
Maastrict  Treaty,  met  at  the  EMI  on 
Sept.  Z6-Z7,  1996.  Under  the  chairman- 
ship of  Hanspeter  K.  Scheller,  EMI  Sec- 
retary General,  the  designs  were 
appraised  for  creativity,  aesthetics,  func- 
tionality, public  perception,  avoidance 
of  national  bias,  and  a balance  of  men 
and  women  depicted.  Five  of  each  of 
the  two  themes  provided  a shortlist. 

Between  Oct.  7-13,  19 96,  Gallup 
Europe  organized  a series  of  focus 
groups  in  all  EEC  countries  to  evalu- 
ate public  reaction,  consulting  1,896 
individuals.  The  results,  the  jury 
appraisal  and  a technical  assessment 
conducted  by  the  BNWG  were  sub- 
mitted to  the  EMI  Council  of  Gover- 
nors on  Dec.  z-3  that  year. 

The  winning  sketches  in  the  Ages 
and  Styles  of  Europe  theme  were  devel- 
oped by  Robert  Kalina  of  the  Oesterre- 
ichische  Nationalbank.  These  empha- 
size windows,  gateways  and  bridges. 
Blending  historical  developments,  the 
designs  illustrate  Europe’s  common  cul- 
tural heritage,  and  epitomize  the  new 
dawn  and  the  vision  for  the  future. 

On  the  front,  gateways  and  win- 
dows symbolize  openness  and  cooper- 
ation. Twelve  stars  represent  dyna- 
mism and  harmony  of  contemporary 
Europe.  Bridges  typify  European 
development  on  the  obverse,  ranging 
from  pre-Christian  constructions  to 
sophisticated  suspension  bridges,  a 
metaphor  for  communication  among 
the  people  of  Europe  and  the  world. 

Other  aspects  include  the  currency 
name  in  Latin  and  Greek,  the  Euro- 
pean flag,  the  issuing  authority  ini- 
tials: BCE,  ECB,  EZB,  EKT,  EKP  and 
the  ECB  president’s  signature. 

Development  of  the  artwork  has 
been  ongoing,  turning  the  winning 
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sketches  into  sophisticated  designs 
and  incorporating  the  many  public 
and  covert  security  features  of  a mod- 
ern banknote. 

Dominant  colors  were  chosen  by 
scientific  research  to  assist  in  recogni- 
tion. Different  note  sizes  for  each 
denomination  with  large,  bold  numeral 
and  tactile  features  in  specific  areas, 
were  agreed  with  the  European  Blind 
Union  to  aid  the  visually  impaired. 

To  protect  banknotes,  many  secu- 
rity features  have  been  incorporated 
into  the  specification.  The  paper  has 
fluorescent  fibers  and  both  a multitone 
and  barcode  watermark,  which  the 
forger  has  difficulty  in  reproducing. 
Security  thread,  intaglio  printing  and 
reflective  foils  are  included  to  help  the 
public.  Several  other  concealed, 
machine-readable  features  enable  the 
NCBs  and  the  note-handling  industry 
to  verify  authenticity. 

Thirteen  member  states  have  print- 
ing works.  In  Belgium,  Denmark, 
Greece,  France,  Ireland,  Italy,  Austria 
and  the  United  Kingdom,  they  are  part 
of  the  NCB.  Finland  and  Sweden  have 
limited  companies  wholly  owned  by 
their  NCB,  while  Spain  has  a public 
company,  FNMT.  Netherlands  has  a 
private  company,  Enschede.  Germany’s 
private  company  is  Giesecke  & Devri- 
ent,  Munich,  and  its  public  company, 
Bundersdruckerei,  Berlin.  Portugal  buys 
sheets  of  partly  printed  and  finishes 
them  itself.  Fuxembourg  sources  its 
banknotes  from  De  La  Rue,  Gateshead. 

These  14  printers  produced  nine  bil- 
lion banknotes  in  1996,  seven  billion 
for  domestic  use,  the  rest  for  issuing 
authorities  outside  the  EU.  With  an 
average  life  of  two  years,  12.7  billion 
banknotes  are  currently  in  circulation. 

In  February  1998,  the  EMI  Council 
endorsed  the  final  designs  together 
with  a full  technical  specification. 

The  world  now  awaits  the  arrival 
of  the  Euro.  113 
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lan  Moncrief-Scott  is  an  enthusiastic 
scripophihst  and  researcher/writer 
from  the  United  Kingdom. 
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An 

IPO 

for 

INA 

By  Thomas  Cockerill 


Two  centuries 
ago,  taking  a 
company  public 
wasn’t  easy. 
But  it  could 
be  done — and  if 
your  ancestors 
bad  bought 
a stake  in 
the  Insurance 
Company  of 
North  America, 
they  would 
have  made  you 
very  rich. 


Insurance  Company 
of  North  America 
“prospectus.  ” 
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America’s  first  investor- 
owned  insurance  company 
traces  its  earliest  roots  to  a 1972 
stock  offering  that  failed  once 
and  was  brilliantly  resurrected. 
Known  today  as  CIGNA  Corp., 
the  company  was  formed  in  1982 
by  the  merger  of  Connecticut 
General  Corp.  and  INA  Corp.  In 
many  ways,  the  Insurance  Com- 
pany of  North  America’s  first 
stock  subscription  was  similar  to 
a modern  initial  public  offering, 
complete  with  daring  entrepre- 
neurs, recalcitrant  investors  and 
eager  shareholders  large  and 
small. 

Early  in  1792,  Samuel  Blod- 
get,  Jr.  traveled  from  Boston  to 
Philadelphia  at  the  invitation  of 
Ebenezer  Hazard.  Blodget  and 
Hazard  had  become  friends  while 
serving  in  the  Revolutionary 
Army.  Hazard,  the  son  of  a 
wealthy  Philadelphia  merchant, 
was  a publisher  who  later  became  the 
nation’s  Surveyor  of  Post  Roads,  the 
first  Postmaster  General  under  the 
Articles  of  Confederation,  and  a 
meticulous  and  distinguished  histo- 
rian of  the  young  republic. 

After  serving  as  a captain  in  New 
Hampshire’s  militia  during  the  Revo- 
lution, Blodget  speculated  in  the 
China  trade  and  in  real  estate  in  the 
new  capital  of  Washington,  DC.  A 
talented  architect,  he  designed  the 
headquarters  of  Alexander  Hamil- 
ton’s Bank  of  the  United  States, 
erected  in  Philadelphia  in  1795. 

Another  of  Blodget’s  ventures  was 
an  investment  called  the  Boston  Ton- 
tine. Hazard  liked  the  idea  and 
agreed  to  help  promote  a “Universal 
Tontine”  in  Philadelphia,  the  largest 
and  wealthiest  city  in  the  new  nation. 
Tontines  had  been  concocted  in  the 
mid- 1 7th  Century  in  Paris  by  an  Ital- 
ian banker,  Lorenzo  Tonti.  They  were 
part  life  insurance,  part  investment 
and  part  gamble.  Each  subscriber  to  a 
tontine  received  an  annuity  during 
his  life.  As  other  subscribers  died,  the 


survivors  each  received  a greater 
share  until  the  last  living  subscriber 
got  all  the  remaining  money. 

Hazard  and  Blodget  set  out  to  sell 
50,000  shares  in  the  Universal  Ton- 
tine, half  in  Philadelphia  and  half  in 
Boston.  But  by  September,  only  187 
Philadelphians  had  agreed  to  pur- 
chase a total  of  8,400  shares.  In 
Boston,  Blodget  had  no  better  luck, 
at  least  partially  because  the  crash  of 
the  securities  market  in  New  York  in 
early  1792  frightened  investors.  After 
the  panic  passed,  investors  became 
excited  again  by  the  prospects  of 
growth  in  the  young  nation;  they 
hoped  to  put  their  cash  to  more  con- 
structive, less  capricious  use  than  a 
gamble  on  the  Tontine. 

In  autumn  of  1792,  Blodget  and 
Hazard  reconvened  in  Philadelphia. 
Despite  the  failure  to  raise  enough 
capital  for  the  Tontine,  they  kept 
their  entrepreneurial  chins  up.  Haz- 
ard placed  this  notice,  which  holds 
no  hint  of  gloom,  in  two  Philadelphia 
papers,  Dunlap’s  American  Daily 
Advertiser  and  Fenno’s  Gazette  of  the 


United  States:  “The  subscribers 
of  the  Universal  Tontine  are 
informed  that  a general  meeting 
is  to  be  held  at  the  State  House, 
in  this  city,  on  Saturday,  the  third 
day  of  November  next  at  10  a.m. 
agreeable  to  the  sixth  article  of 
the  Association.” 

The  State  House  is  now 
known  as  Independence  Hall;  the 
meeting  was  held  in  the  very  room 
the  Declaration  of  Independence 
had  been  signed  16  years  earlier. 
Hazard  and  Blodget  bluntly 
informed  the  gathering  of  “the 
improbability  of  success  in  carry- 
ing the  plan  of  the  Tontine  into 
effect.”  As  Hazard  recorded  in  the 
minutes  of  that  first  meeting,  “No 
subscriptions  to  the  Universal 
Tontine  had  been  received  for  a 
considerable  time.  Many  who  had 
subscribed  were  dissatisfied,  & 
were  desirous  that  either  the  Asso- 
ciation should  be  dissolved,  or  the 
Funds  appropriated  to  other  use.” 

What  other  use  might  there  be? 
“The  idea  of  a general  Insurance  com- 
pany had  been  suggested,  &c  appeared 
to  meet  with  public  approbation,” 
noted  Hazard.  And  no  wonder.  Before 
the  Revolution,  thousands  of  ships 
had  entered  and  left  Philadelphia’s 
harbor  every  year,  transporting  goods 
of  almost  every  description  between 
the  colonies  and  their  trading  partners 
in  Europe,  the  Caribbean  and  other 
parts  of  the  world.  But  marine  trade 
had  dried  up  during  the  Revolution, 
and  Philadelphia’s  economy  had 
shifted  to  producing  war  materials. 
For  Philadelphia  to  become  a great 
international  port  again,  it  needed  its 
own  large  insurers  to  free  ship  owners 
and  merchants  from  the  clutches  of 
England’s  insurers. 

While  life  insurance  was  still  a rel- 
atively unproven  idea,  insurance 
against  fire  and  the  “risques”  of  the 
sea  had  been  familiar  in  Philadelphia 
for  decades.  Merchants  and  ship  own- 
ers bought  life  insurance  from  English 
underwriters  or  banded  together  in  ad 
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Insurance  Company  of  North  America  certificate  for  190  shares  issued  to 
Thomas  Hickman,  July  1795. 
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Receipt  from  financier  Robert  Morris  for  installment  payments 
toward  his  shares  in  INA,  December  179 2. 


hoc  syndicates  to  pool  their  risks. 
Both  choices  were  increasingly  inade- 
quate for  entrepreneurs  eager  to  sup- 
ply the  growing  U.S.  economy.  Eng- 
lish insurance  sucked  precious  capital 
into  foreign  hands.  The  local  syndi- 
cates seldom  insured  risks  above 
$25,000 — and,  if  a claim  dispute 
arose,  a policy  holder  might  never  be 
able  to  track  down  and  collect  from 
all  the  members  of  the  syndicate. 

Sensing  opportunity,  a committee 
headed  by  a leading  merchant,  John 
Maxwell  Nesbitt,  got  to  work.  On 
Nov.  12,  another  subscribers’  meeting 


was  held  at  the  State  House,  and  Nes- 
bitt’s committee  proposed  a formal 
plan  to  convert  the  Tontine  into  a 
“general  Insurance  Company.”  Haz- 
ard, as  secretary,  was  directed  to  have 
100  copies  of  the  plan — one  of  the 
nation’s  first  stock  prospectuses — 
printed  for  review  by  the  subscribers. 

A week  later,  the  subscribers  met 
again,  and  “the  Plan  of  a General 
Insurance  Company  was  read  and 
considered  Paragraph  by  Paragraph, 
and  having  been  amended,  was 
unanimously  agreed  to.”  On  Nov. 
20,  Hazard  opened  a subscription 


book  at  his  office  for  60,000  shares 
of  capital  stock,  at  $10  each,  in  the 
Insurance  Company  of  North  Amer- 
ica. This  time,  the  stock  offering  was 
a blowout.  The  first  40,000  shares 
sold  within  11  days;  investors  com- 
mitted their  capital  at  an  astounding 
rate  of  nearly  $40,000  a day.  All 
60,000  shares  were  sold  by  Dec.  12, 
providing  a formidable  equity  base 
of  $600,000. 

Fifteen  directors  were  elected, 
including  Blodget,  Nesbitt,  and  such 
leading  Philadelphians  as  Gen.  Wal- 
ter Stewart,  Joseph  Ball  and  Mayor 
Thomas  L.  Moore.  In  early  Decem- 
ber, the  directors  met  at  the  City  Tav- 
ern, a hub  of  business  in  Philadel- 
phia, and  elected  Nesbitt  as  president 
and  Hazard  as  secretary.  Each  would 
receive  an  annual  salary  of  $1,600.  A 
committee  was  appointed  to  draw  up 
a petition  to  the  Pennsylvania  legisla- 
ture for  incorporation,  and  a 
“draught”  was  presented  to  the  legis- 
lators within  a week. 

On  Dec.  15,  just  five  weeks  after 
the  first  organizational  meeting,  the 
company  opened  for  business  in  two 
rooms  it  had  rented  at  $266  a year, 
on  the  ground  floor  of  a small  brick 
building  at  119  South  Front  St.  Haz- 
ard hired  a clerk  and  a porter, 
brought  “sheets  of  paper  ruled  in  a 
suitable  manner  for  keeping  the 
Accounts  of  the  Company,”  and 
began  writing  policies. 

In  the  first  two  days,  Hazard  wrote 
at  least  nine  policies;  after  two  weeks, 
premiums  totaled  $6,663.92.  At  the 
end  of  its  first  full  year,  the  company 
showed  premium  receipts  of 
$151,350  against  just  $19,474  in 
losses  paid.  Only  the  prudence  of 
Nesbitt,  Hazard  and  the  directors, 
who  each  reviewed  the  policies  before 
issuing  them,  kept  the  company  from 
disaster:  A yellow  fever  epidemic 
turned  Philadelphia  into  a ghost  town 
for  several  months  in  1793,  and  war 
between  England  and  France  sharply 
trimmed  transatlantic  shipping. 
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Cigna  Corporation  Specimen  Stock  Certificate,  1991. 


Who  were  the  investors  whose  cap- 
ital created  this  booming  little  com- 
pany? Some  historians  contend  that 
America’s  earliest  stockholders  were 
dominated  by  wealthy  speculators, 
but  that  was  emphatically  untrue  at 
INA.  Its  charter  investors  came  from 
all  walks  of  life.  The  largest  single 
block  of  shares  was  bought  by  Samuel 
Blodget,  Jr.,  who  showed  his  faith  in 
his  project  by  purchasing  5,000 
shares,  or  8 percent  of  the  stock.  Only 
four  other  investors  bought  blocks  of 
1,000  shares  or  more,  including  Blod- 
get’s  father,  who  took  2,000. 

Of  the  661  original  subscribers, 
558  bought  no  more  than  100  shares, 
407  no  more  than  50  shares,  91  no 
more  than  10  shares,  and  21  bought 
five  or  fewer  shares.  Among  the  char- 


ter subscribers  were  t4  women. 

In  the  egalitarian  spirit  of  the  new 
republic,  INA’s  founders  democra- 
tized the  stock  offering  by  allowing 
subscribers  to  pay  in  installments — 
enabling  almost  anyone  to  afford 
shares.  Purchasers  were  asked  to  pay 
$1  on  each  share  “at  the  time  of  sub- 
scribing,” another  $1  “on  the  sec- 
ond Monday  of  July  1793,”  and 
four  payments  of  $2  every  six 
months  thereafter.  There  is  no 
record  of  any  shareholder  refusing 
to  pay  the  balance  due  on  shares. 
Since  rhe  company  was  instantly 
profitable  and  paid  a 60-cent  divi- 
dend in  its  first  year,  it  seems 
unlikely  that  any  investors  would 
have  risked  their  share  of  profit  by 
missing  a payment. 


Small  holders  were  even  pro- 
tected against  coercive  treatment  at 
the  hands  of  big  investors,  as  the 
firm’s  constitution  stated,  “Every 
member  shall  be  entitled  to  one  Vote 
for  each  Share  of  Stock  he  or  she 
shall  hold.  Providing  that  no  mem- 
ber shall  have  more  than  50  Votes.” 

How  good  an  investment  was  this 
IPO  of  1792?  Hazard  charged  no 
brokerage  commission,  so  100  shares 
of  INA  stock  cost  a flat  $1,000. 
Today,  they  have  multiplied  into 
more  than  48,000  shares  of  CIGNA 
common  stock,  thanks  to  many  stock 
splits  and  stock  dividends  through 
the  years.  H3 

This  article  first  appeared  in  issue 
#46  of  Friends  of  Financial  History. 


Issue  64-1998  iv 


19 


Financial  History 


The  ABCs 

By  Darren  Cheruitz 


of 


IPOs 


500,000  Shares 


Common  Stock 

I ra  niter  Ajenu 

a*-™.,  r,«  c.„P.„,  o(  K„  y„r| 

T™“  c»"l>“r  •(  C.o »e»  Ali.pl.,  0., 


npany 


fieri*  (ran 

r , „ ^ Chtur  Notional  B.nh,  Kn  v„ 

*'  “."l  'n",  Ad.n,.,  G» 


" - G7u  -sir^sss  *:r; 

The  cip^Uxation  o'  the  new  Comw 
7 ? Cumuli. ....  / vwn.pi 


**“.030.000 

JOO.OOC  «har*,» 


II  , 50O.ooe  ihirn* 

iS"S£€i=#HS=S'==^- 

fe,elllne  the  product.  ^ ,0unUuu  lh“  In nk  end  ov*r?  ,J*  "woth  li 

„ 1,500  coneerns  *«  bottime  <*j 

*5.350.000  S’  JUinum  M'hrfbn  H°£tJu  the  Curr«mt  year  w«fe  ,,  lh. 

rata?:  - ■-  - - ~ ^ 

Deduct 

Pr*]«;re.J  Dividend 
*nd  Federal  T«e» 

5:.  7«0.ooo 
3JOO.OOO 
3.  *30.000 

4.04C.OOO 
4,960,000 


Amutoc  Net 
Earning!  o' 
S5.0 00.000 

6.000. 000 

5. 000. 0c., 
*0.000.000 
*3,000,000 


All  leg!  I detail*  pertainii,..  •..  .i,„  , 

upon  In  ileor,  Ru>om.ire.’  Bi»t<r  f-,l,c  £"mP*nv 


Eetimated 
Income  Applicable 
to  Common  Stock 

S3.36c.00c 

3^00,000 

4.WC.000 

5.960.000 

7.040.000 


Fet  Shirr 

of  Common 


w - - Rogptrtc  i CrcmJnw.  T\7uau.t"ca.  

2~«.  ■*«.  ■ 

$40.00  Per  Share 


Financial  History 


20 


Issue  6 4 ~ 1998  1 v 


In  the  sometimes  mundane  world  of  investing,  initial  public  offerings  are  shrouded  in  mystique.  The  world  of  newly 
public  companies,  after  all,  remains  off  limits  for  most  individual  investors. 

Apart  from  the  herd  appeal  and  the  potential  for  big  returns,  however,  investing  in  IPOs  is  risky  business.  One  simple 
fact  anybody  interested  in  jumping  in  the  new  issue  market  should  know:  IPOs  have  historically  underperformed  the 
broader  market. 

In  1997,  for  example,  IPOs  gained  about  14.3  percent  from  the  offering  price  versus  a 31  percent  gain  for  the  Standard  &C 
Poor’s  500  Index.  And  if  you  use  an  IPO’s  first  trade  price  as  the  benchmark,  IPOs  in  1997  rose  only  8.9  percent  above  their 
opening  prices.  Obviously,  investors  need  to  get  beyond  the  allure  and  hype  of  IPOs  and  become  educated  about  the  facts. 


Part  1:  Know  the  Process 

A company  that  is  thinking  about  going  public  should  start  acting  like  a pub-  I 
lie  company  as  much  as  two  years  in  advance  of  the  desired  IPO.  Several  steps  I 
experts  recommend  include  preparing  detailed  financial  results  on  a regular  I 
basis  and  developing  a business  plan.  Once  a company  decides  to  go  public,  it  I 
needs  to  pick  its  IPO  team,  which  consists  of  the  lead  investment  bank,  an  I 
accountant  and  a law  firm. 

The  IPO  process  officially  begins  with  what  is  typically  called  an  “all-hands”  I 
meeting.  At  this  meeting,  which  usually  takes  place  six  to  eight  weeks  before  a I 
company  officially  registers  with  the  Securities  & Exchange  Commission  I 
(SEC),  all  the  members  of  the  IPO  team  plan  a timetable  for  going  public  and  I 
assign  certain  duties  to  each  member. 

Selling  the  deal 

The  most  important  and  time-consuming  task  facing  the  IPO  team  is  the  devel-  I 
opment  of  the  prospectus,  a business  document  that  basically  serves  as  a I 
brochure  for  the  company.  Since  the  SEC  imposes  a “quiet  period”  on  compa-  I 
nies  once  they  file  for  an  IPO  until  25  days  after  a stock  starts  trading,  the 
prospectus  will  have  to  do  most  of  the  talking  and  selling  for  the  management 
team.  The  prospectus  includes  all  financial  data  for  a company  for  the  past  five 
years,  information  on  the  management  team,  and  a description  of  a company’s 
target  market,  competitors  and  growth  strategy. 

Once  the  preliminary  prospectus,  or  red  herring,  is  printed  and  filed  with  the 
SEC,  the  company  has  to  wait  as  the  SEC,  the  NASD  and  other  relevant  state 
securities  organizations  review  the  document  for  any  omissions  or  problems.  If 
the  agencies  find  any  problems,  the  company  and  the  underwriting  team  have 
to  make  changes  with  amended  filings. 

In  the  meantime,  the  lead  underwriter  must  then  assemble  a syndicate  of 
other  investment  banks  that  will  help  sell  the  deal.  Each  member  of  the  syndi- 
cate will  get  a certain  number  of  shares  in  the  IPO  to  sell  to  clients.  The  mem- 
bers then  gather  so-called  indications  of  interest  from  clients  to  determine  the 
initial  demand  for  the  deal. 

On  the  road 

The  next  step  in  the  IPO  process  is  the  grueling  world  tour,  also  known  as  the 
road  show.  This  usually  lasts  a week,  with  company  management  going  to  a 
new  city  every  day  to  meet  with  prospective  investors  and  show  off  their  busi- 
ness plan.  The  typical  U.S.  stops  on  the  road  show  include  New  York,  San  Fran-  I 
cisco,  Boston,  Chicago  and  Los  Angeles,  and  some  international  destinations  I 
may  also  be  included.  How  a company’s  management  team  performs  on  the  I 
road  show  is  perhaps  the  most  crucial  factor  determining  the  success  of  the  I 
IPO.  Companies  need  to  impress  institutional  investors  so  that  at  least  a few  of  I 
them  are  willing  to  purchase  significant  stakes. 

The  road  show  is  also  the  most  blatant  example  of  how  unfair  the  IPO  mar-  I 
ket  can  be  for  the  average  investor.  Only  institutional  investors  and  big  money  I 
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A “ red  herring"  prospectus  from  the  All  American 
Burger,  Inc.,  1979. 
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Prospectus  for  500,000  shares  of  common  stock  in 
the  Coca-Cola  Company,  August  1919. 
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men  are  invired  ro  attend  the  road  show  meetings,  where  statements  regarding  ■ 
a company’s  business  prospects  are  talked  about  quite  openly.  Such  disclosures  I 
are  legal,  as  long  as  done  orally. 

Once  the  road  show  ends  and  the  final  prospectus  is  printed  and  distributed  I 
to  investors,  company  management  meets  with  their  investment  banker  to  I 
negotiate  the  final  offering  price  and  number  of  shares  to  be  sold.  The  pricing  I 
of  an  IPO  is  a delicate  balancing  act.  Investment  firms  have  to  worry  about  two  I 
different  sets  of  clients  — the  company  going  public,  which  wants  to  raise  as  I 
much  money  as  possible,  and  the  investors,  who  expect  to  see  some  immediate  I 
appreciation  in  their  investment. 

According  to  Ken  Fitzsimmons,  director  of  capital  markets  at  BancAmerica  I 
Robertson  Stephens,  investment  bankers  usually  try  to  price  a deal  so  the  open-  I 
ing  trading  level  represents  a premium  of  about  15  percent.  If  interest  in  an  I 
IPO  appears  to  be  flagging,  it  is  common  for  the  number  of  shares  or  the  price  I 
per  share  to  be  cut  from  the  expected  ranges  included  in  a company’s  earlier  I 
registration  statements.  If  a deal  is  especially  hot,  the  offering  price  or  size  can  I 
also  be  raised  from  initial  expectations. 

Let  the  games  begin 

Once  the  offering  price  has  been  agreed  to  — and  at  least  two  days  after  poten-  I 
tial  investors  receive  the  final  prospectus  — an  IPO  is  declared  effective.  This  is  I 
usually  done  after  the  market  closes,  with  trading  in  the  new  stock  starting  the  I 
next  day  as  the  lead  underwriter  works  to  firm  up  its  book  of  buy  orders. 

The  lead  underwriter  is  primarily  responsible  for  ensuring  smooth  trading  in  I 
a company’s  stock  during  those  first  few  crucial  days.  The  underwriter  is  legally 
allowed  to  support  the  price  of  a newly  issued  stock  by  buying  shares  in  the 
market  or  selling  them  short.  It  can  also  impose  penalty  bids  on  brokers  to  dis- 
courage “flipping”  - the  immediate  selling  of  stock  by  investors. 

An  IPO  is  not  declared  final  until  about  seven  days  after  the  company’s  first 
trading  day.  On  rare  occasions,  an  IPO  can  be  canceled  even  after  a stock  starts 
trading.  In  such  cases,  all  trading  is  negated  and  any  money  collected  from 
investors  is  returned. 

Part  2:  Do  the  Research 

Adequate  research  is,  without  a doubt,  the  most  effective  way  to  identify  and 
stay  away  from  the  IPO  disasters  waiting  to  happen.  The  prospectus,  which 
contains  nearly  all  aspects  of  a company’s  business  and  game  plan,  is  the  first 
place  any  investor  interested  in  purchasing  a new  issue  should  look. 

Finding  online  prospectuses 

Getting  hold  of  a prospectus  is  easy.  Prospectuses  for  all  U.S.  companies  are  avail- 
able for  free  on  the  Securities  & Exchange  Commission’s  website,  or  from  Hoover’s 
IPO  Central  site.  For  a fee,  they  can  be  downloaded  with  some  customizable 
options  from  Smart-Edgar,  an  online  service  of  the  Internet  Financial  Network. 

If  you  don’t  have  access  to  a computer  or  your  access  is  too  slow  for  down- 
loading a prospectus,  you  can  obtain  one  by  calling  the  investment  bankers 
involved  in  selling  the  shares  of  an  IPO.  Calling  the  company  would  also  work. 

The  fine  print:  A word  of  caution 

Warning:  Prospectuses  are  not  easy  to  read.  Written  mostly  by  lawyers,  they  are 
laden  with  confusing  jargon.  In  addition,  the  tone  of  these  documents  is  decid- 
edly negative.  Companies  have  to  be  completely  honest  about  all  of  their  prob- 
lems in  order  to  avoid  possible  future  lawsuits.  Thus,  bullish  statements  are 
often  followed  by  cautionary  disclaimers,  and  there  is  an  entire  section  entitled 
“Risk  Factors”  dedicated  to  what  may  go  wrong  with  the  company. 
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Before  you  get  scared  off,  however,  you  should  realize  that  many  of  these  risk 
factors  and  disclaimers  are  included  in  every  prospectus.  Then  again,  this  does 
not  mean  you  shouldn’t  pay  attention.  In  the  end,  what’s  most  important  is  that 
an  investor  feels  comfortable  with  a company,  its  business,  its  market  position, 
its  growth  strategy  and  its  management. 

“Going  concern”  statement 

If  a company’s  accountant  says  that  the  firm’s  business  results  raise  “substan- 
tial doubt  about  the  firm’s  ability  to  continue  as  a going  concern”  watch  out. 
It  usually  means  that  a company  needs  the  IPO  pretty  badly  to  maintain  its  cash 
flow  and  to  continue  paying  off  its  obligations. 

Part  3:  Play  the  Game 

Obviously,  the  best  way  to  invest  in  an  IPO  is  to  buy  shares  from  one  of  the  under- 
writers managing  the  deal  at  the  offering  price,  before  the  stock  starts  trading. 
New  issues  are  usually  reasonably  priced  by  the  lead  underwriter,  which  typically 
hopes  initial  trading  will  begin  at  315  percent  premium  above  the  offering  price. 

For  your  average  retail  investor,  however,  buying  shares  at  the  offering  price 
before  the  stock  starts  trading  is  a difficult  task.  But  it  is  a bit  easier  now  that 
underwriters  have  made  a limited  effort  to  reach  out  to  the  retail  investor  com- 
munity through  alliances  and  mergers.  To  buy  an  IPO  at  the  offering  price,  an 
investor  needs  to  have  an  account  with  a broker  that  has  access  to  that  deal. 
These  will  be  brokers  that  also  have  corporate  finance  divisions,  such  as  Mer- 
rill Lynch  or  Salomon  Smith  Barney,  or  discount  brokers  that  have  signed  a 
distribution  alliance  with  a traditional  investment  bank,  such  as  Schwab,  E- 
Trade  or  Wit  Capital.  The  names  of  the  members  of  the  syndicate  for  any 
given  deal  can  be  found  by  looking  at  the  “Underwriting”  section  in  a com- 
pany’s SEC  registration. 

Tell  your  broker 

Then,  it  is  just  a matter  of  letting  your  broker  know  how  much  you  would  like 
to  invest  in  the  IPO.  Success  depends  on  many  factors:  how  many  shares  are 
being  offered  (the  more,  the  merrier),  how  large  an  allocation  your  broker  is 
getting,  how  large  your  account  is,  how  much  trading  you  do,  how  close  your 
relationship  is  with  your  broker,  how  well  your  broker  knows  the  business, 
how  successful  your  broker  is,  and  so  on. 

Former  Smith  Barney  broker  Fred  Givhan  said  many  of  his  colleagues  did  not 
even  realize  they  could  get  IPO  allocations  for  clients.  Brokers  get  larger  com- 
missions for  selling  shares  in  new  issues,  so  they  are  usually  reserved  for  the 
best,  most  industrious  salespeople. 

With  an  electronic  brokerage  firm,  expressing  your  desire  to  invest  in  an  IPO 
will  obviously  be  more  difficult.  Internet  brokerages  will  probably  just  use  sta- 
tistics, such  as  trading  frequency  or  account  size,  to  decide  which  customers  to 
offer  an  allocation. 

If  you  want  to  invest  in  an  IPO  but  do  not  have  a relationship  with  one  of  the 
members  of  the  syndicate,  you  can  also  try  to  start  an  account,  making  it  a con- 
dition that  you  receive  some  shares  in  the  new  issue  you  are  interested  in.  Still, 
you  may  not  have  much  luck  with  this  tactic,  since  IPO  shares  are  saved  to 
reward  a firm’s  most  active  and  longest-standing  customers. 

Patience  is  a virtue 

If  you  can  t get  in  an  IPO  at  the  offering  price,  when  is  the  next  best  time  to 
invest?  Be  patient.  It  may  be  incredibly  exciting  to  watch  a stock  like  Netscape 
or  Amazon.com  soar  on  the  first  day  of  trading,  but  it  is  a potentially  danger- 
ous way  to  invest,  especially  if  you’re  planning  to  be  in  for  the  long-term.  While 
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this  early  upward  momentum  can  last  for  several  days  or  longer,  it  always  ends, 
at  least  temporarily. 

When  a stock  first  starts  trading,  its  price  will  nearly  always  rise  to  an  artificially 
high  level.  First  of  all,  investor  demand  is  often  unusually  heavy  because  of  the 
hype  surrounding  an  IPO  and  the  strong  selling  effort  employed  by  the  syndicate. 
In  addition,  the  lead  underwriter  is  legally  allowed  to  support  the  stock  price  of  a 
newly  public  company,  either  by  buying  shares  in  the  open  market  or  buy  impos- 
ing harsh  penalty  bids  on  brokers  who  immediately  sell  shares  in  a new  issue. 

“A  wait-and-see  approach  can  really  pay  off” 

For  example,  Amazon. corn’s  stock  was  up  sharply  on  its  first  day  of  trading  but 
was  actually  trading  at  less  than  its  offering  price  a week  later.  Amazon  was  an 
unusual  case,  but  most  new  issues  will  show  some  significant  price  weakness 
within  the  first  six  months  of  trading. 

Another  benefit  of  waiting  a bit  before  investing  in  a new  issue  is  the  analyst 
research  report,  which  comes  out  about  25  days  after  a stock  starts  trading. 
Because  the  analysts  who  first  start  covering  a new  issue  work  at  the  under- 
writing firms  that  helped  bring  the  company  public,  these  “rah-rah”  reports 
nearly  always  include  a “buy”  or  “strong  buy”  rating  and  rarely  make  much  of 
an  impact  on  a stock  price.  However,  they  do  provide  some  food  for  thought, 
as  well  as  revenue  and  earnings  estimates  which  can  help  an  investor  decide  on 
an  appropriate  valuation.  “After  25  days,  you  can  get  a better  feel  of  the  out- 
look for  the  company,”  says  John  Fitzgibbon,  editor  of  the  IPO  Reporter. 

If  you  are  determined  to  get  in  on  an  offering  on  the  first  day,  always  use  limit 
orders,  which  allow  you  to  set  the  maximum  amount  you  are  willing  to  spend. 

Struggling  IPO  market 

Just  like  all  markets,  the  world  of  IPOs  goes  through  cycles.  When  it  is  in  a 
downturn,  as  it  was  in  the  Spring  of  1996,  deals  that  are  lucky  enough  to  get 
out  are  often  priced  at  bargain-basement  prices.  That  is  when  the  smart 
investor  looks  to  jump  in.  A struggling  IPO  market  “does  give  investors  the 
opportunity  to  buy  shares  at  the  offering  price,  where  in  a hot  IPO  market, 
they’re  not  afforded  that  opportunity,”  says  Ryan  Jacob,  research  director  at 
IPO  Value  Monitor. 

Take,  for  instance,  the  March  1996  debut  of  Internet  auctioneer  Onsale, 
which  could  barely  find  any  bidders  at  a lower-than-expected  $6  offering  price; 
the  stock  was  below  $5  within  weeks.  Later  in  the  year,  when  the  market  turned 
around  for  Internet  stocks,  Onsale’s  price  surged  more  than  500  percent. 

A first-class  jockey 

Another  strategy  analysts  recommend  is  buying  on  the  strength  of  the  under- 
writer. “If  you’re  not  sure  of  the  horse,  buy  the  jockey,”  Fitzgibbon  advises. 
Goldman  Sachs,  BT  Alex.  Brown  and  Merrill  Lynch  were  the  best  performing 
major  underwriters  in  199 7,  with  their  deals  on  average  gaining  more  than  40 
percent  from  the  offering  price.  Since  combining  with  Dean  Witter,  Morgan 
Stanley  deals  have  also  performed  extremely  well. 

Funds  and  (gasp!)  shorting 

Finally,  an  investor  may  want  to  consider  shorting  a new  issue,  which  is  when 
an  investor  sells  borrowed  stock  in  hopes  of  buying  it  back  at  a lower  price  and 
pocketing  the  difference.  Shorting  a hot  IPO  is  a dangerous  strategy  that  Smith 
says  requires  a “stomach  of  steel,”  but  if  timed  right  (wait  until  all  the  initial 
momentum  has  faded),  the  opportunities  are  large.  In  order  to  short  a stock, 
you  will  have  to  find  shares  to  borrow.  This  is  not  easy  in  a new  issue,  and  you 
will  need  a margin  account  at  your  broker.  CGI 


Specimen  certificate  for  eBay,  an  on-line 
auction  bouse.  eBay  has  been  an  IPO  success 
story  since  Nasdaq  welcomed  the  company 
in  August  1998. 


Darren  Cbervitz  is  an  editor  and 
reporter  for  CBS  MarketWatcb.  The 
unabridged  version  of  this  article  ran 
as  a four  part  series  and  can  be  found 
on  the  internet  at  bttp://cbs.market- 
watcb.com. 
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Jacob  Little 

“Ursa  Major”  at  the  Exchange 

By  K.C.  Tessendorf 


The  first  great  speculator,  born 
1797  in  Newburyport,  MA,  was  the 
son  of  a prospering  merchant,  whose 
business  was  then  strangled  by  the 
British  blockade  during  the  War  of 
1812.  The  strapped  elder  Little  did 
secure  in  1817  an  entry  level  position 
for  his  boy  with  Jacob  Barker,  a 
prominent  Manhattan  merchant. 
Barker  also  operated  a brokerage, 
and  it  was  to  this  specialty  that  the 
bright,  studious  lad  turned  his  atten- 
tion with  success. 

After  five  years,  Jacob  Little 
opened  his  own  office  modestly  in  a 
Wall  Street  cellar.  While  edging  into 
the  stock  market,  the  astute  worka- 
holic (18  hour  days)  ran  a currency 
clearing  house.  Paper  money  of  that 
era  was  of  private  regional  issue,  so 
its  value  in  the  outside  world  was 
dubious.  Who  would  dare  value  a 
Louisville,  KY  dollar  in  Manhattan? 
Jacob  Little  would,  profitably,  when 
determining  the  paper  was  not 
worthless  or  ersatz.  His  expertise 
expanded  through  years  of  U.S.  and 
overseas  correspondence  with  fellow 
currency  specialists;  this  relationship 
would  save  him  in  a future  ambush  at 
the  stock  exchange. 

In  1835,  Little  and  a brother 
opened  a brokerage;  and  two  years 
later  he  accurately  pre-judged  the 
swollen  market  of  1837,  emphati- 
cally establishing  a bearish  reputa- 
tion. In  the  process  of  untowed  opti- 
mism being  chilled  into  market  panic, 
the  event  may  be  likened  to  the 
swelling  of  a giant  comber  to  its  crest 
and  abrupt  crash.  Little  went  short 
massively  just  before  the  crest  and 
returned  the  devalued  certificates  at 
slight  expense  in  the  flat  aftermath. 

Thereafter,  Little  was  a big  opera- 


tor, his  income  in  good  years  ran 
toward  $200,000.  Lesser  denizens  of 
the  Street  raised  their  hats  to  him  in 
passing.  “Tall,  slender,  carelessly 
dressed,  smooth  of  face  and  with  slop- 
ing shoulders,”  his  quietude  and  air  of 
seeming  wool-gathering  vagueness 
covered  a business  detachment,  plac- 
ing him  several  moves  ahead  of  others. 

Perhaps,  Little’s  most  foxy  career 
maneuver  occurred  in  the  early  days 
of  Erie  stock  manipulation.  He  had 
looked  with  favor  on  expansion  of 
railroad  infrastructure;  but  thinking 
it  a bit  much  of  nothing  at  Erie, 
turned  bearish.  He  secured  lengthy 
stock  loans  in  a lamb-like  manner 
from  Erie  bulls — who  then  formed  a 
pool  setting  their  bear  trap. 

The  bull  combine  began  vigor- 
ously buying  up  Erie  stock.  The  price 
rose,  of  course,  but  these  brokers 
were  vindictively  reaching  further. 
They  researched,  sought  out,  secured 
a plurality  of  Erie  stock.  Where 
would  the  bear  get  his  certificates  to 
fulfill  Drew’s  canon? 

He  who  sells  what  isn’t  his’n 
Must  buy  it  back  or  go  to 
pris’n! 

Only  by  passing  through  the  har- 
row of  the  pool... 

On  the  day  of  reckoning,  Little 
came  to  his  office  bearing  his  usual 
unconcerned,  faraway  look.  His  staff 
knew  not  how  or  what  he  would  do. 
For  Little  had  always  held  his  cards 
close  in;  no  delegation  of  responsibil- 
ity or  secrets;  and  he  allowed  the  sus- 
pense to  build  into  early  afternoon. 

His  serenity  was  genuine,  for  Little 
held  enough  Erie  bonds  to  cover  his 
obligations.  The  pool  hadn’t  looked 
into  bonds  at  all  because  they  were 
not  acceptable  to  cover  short  returns. 


But  the  studious  Mr.  Little  knew 
about  a bygone  issue,  sold  mostly 
abroad,  of  Erie  bonds  sweetened  for 
sale  by  adding  the  option  of  conver- 
sion into  Erie  stock  shares  — it  said  so 
on  the  face  of  each  bond — and  Jacob 
Little  had  secured  a sufficiency 
through  his  faithful  correspondents. 

After  lunch,  the  crafty  one  strolled 
to  Erie  headquarters,  presented  the 
bonds,  and  courteously  requested 
their  conversion  into  Erie  stock  certifi- 
cates. They  had  to  comply.  Thereby, 
the  Great  Bear  kept  his  skin  as  the  bull 
corner  became  immaterial.  Afterward, 
to  stop  up  foreign  reliance,  the  dis- 
comfited bulls  got  the  NYSE  to  limit 
short  contracts  to  60  days. 

Jacob  Little  was  several  times 
badly  worsted  in  the  market  during 
his  quarter  century  of  prominence, 
but  it  is  told  that  he  kept  a list  of  his 
defaults.  When  he  again  came  into 
paper  riches,  he  paid  them.  “Jacob 
Little’s  suspended  papers  were  better 
than  the  checks  of  most  merchants.” 
In  the  ’57  panic,  he  underestimated 
the  staying  power  of  new  investors 
crowding  into  that  seductive  market. 
He  shorted  Erie  too  soon  and  had  to 
get  out  before  the  crest  at  $63.  Later, 
it  was  $10  a share — to  Little  too  late. 

Though  heavily  into  Southern 
paper,  Jacob  Little  also  failed  to  foresee 
the  Civil  War,  and  those  losses  reduced 
the  old,  inveterate  speculator  to  the 
charity  of  friends.  In  1865,  his  death- 
bed words,  peacefully  given,  were:  “I 
am  going  up — who  will  go  with  me?” 

Bibliographic  Essay 

“Perhaps”  is  a good  word  to  keep  in 
mind  in  preparing  any  profile  of 

(continued  on  page  36) 
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Is  it  real?  It’s  one  of  the 
most  important  questions  in 
determining  whether  to  buy 
or  sell  an  autograph.  The 

genuine  and  authentic  char- 
acteristic of  documents  and 
autographs  are,  perhaps,  the 
greatest  risk  to  the  autograph 
collector.  The  so-called 

experts  and  authorities  are  as 
vulnerable  as  the  novices  in  auto- 
graph collecting.  Simply  stated — a 
genuine  signature  is  difficult  to  verify. 

What  convolutes  the  problem  of 
authenticity  is  the  lack  of  any  surefire 
method  or  technique  for  verification. 
No  litmus  test  or  go/no-go  methodol- 
ogy exists  to  test  signatures  and 

determine  their  authenticity,  al- 

though there  are  some  forensic  tests 
that  experts  and  professionals  can 
use.  Some  will  test  the  paper  and  ink 
for  age,  or  experts  may  visually  com- 
pare a signature  with  another  that  is 
known  to  be  authentic.  Visually,  a 
document  with  many  characters  may 
be  studied  for  consistency  in  the  cur- 
sive characteristics  of  the  signature. 

In  any  case,  anyone  who  claims 
that  an  autograph  is  genuine  must 
demonstrate  the  authenticity  by 
whatever  means  available  or  account 
for  the  risk  that  a buyer  is  to  take  in 
purchasing  the  autograph.  Sellers 
may  account  for  the  risk  by  selling  at 
a low  price  with  an  “as-is”  term  on 
the  sale.  They  may  also  offer  a 
money-back  or  credit-back  guaran- 
tee. If  available,  sellers  may  provide  a 
provenance  of  the  signature,  which 
explains  its  history  and  origins,  and 
enough  research  and  evidence  for  a 
rational  human  being  to  conclude 
that  the  signature  is  genuine  beyond  a 


John  F.  Kennedy  signed  blank  check. 

reasonable  doubt.  Still,  a buyer 
should  not  purchase  an  autograph 
without  some  means  of  reducing  the 
risk  of  it  being  a fake. 

Why  is  this  an  issue?  Fakes  and 
forgeries  prevail  in  all  categories  of 
signatures.  It  is  not  difficult  to  forge  a 
signature  on  a letter,  document,  or 
sports  equipment.  According  to  a 
New  York  Times  article,  nearly  60 
percent  of  all  sports  autographs  are 
fakes.  To  further  investigate  this 
topic,  I asked  some  professional 
forensic  document  examiners  and  a 
sports  memorabilia  dealer  for  their 
input  on  the  topic. 

What  are  some  simple  at-home 
examination  techniques  a collector 
could  use  to  detect  a fake  or  forged 
autograph  before  he  purchases  it 
from  another  party?  According  to 
Chris  Plouffe,  owner  of  Celebrity 
Keepsakes  Autographs  and  Memora- 
bilia, the  easiest  way  to  prevent 
adding  forged  or  fake  items  into  your 
prized  collection  is  to  know  who  you 
are  buying  the  autographs  from. 

“Most  reputable  dealers  take  great 
pride  in  weeding  out  the  fakes  before 
they  make  it  to  their  inventory.  Look 
for  companies  who  have  been  in  busi- 
ness for  a while  or  companies  that 
specialize  in  a specific  field,  i.e.  base- 
ball autographs,  hockey  autographs, 


vintage  Flollywood,  etc.  If  a 
company  has  been  in  busi- 
ness for  a while,  it  is  for  a 
reason,  usually  because  they 
know  what  they  are  doing.” 
The  Universal  Autograph 
Collectors  Club  (UACC)  is 
an  association  with  a code 
of  ethics,  and  all  members 
have  a moral  obligation  to 
abide  by  their  code.  Buying  from  a 
UACC  member  is  in  itself  a form  of 
insurance  against  the  risk  of  forgery. 
Despite  this,  there  are  still  fakes  and 
frauds  that  slip  through  the  cracks. 

Tom  Vastrick,  a forensic  document 
examiner,  said  using  common  sense  is 
perhaps  the  best  way  to  avoid  auto- 
graph fraud.  “First,  do  not  overlook 
the  obvious,”  Vastrick  said.  “I  have 
heard  of  an  instance  in  which  auto- 
graphs of  all  the  1969  Mets  players 
were  obtained  sometime  after  1969. 
The  date  in  which  the  autographs 
were  ‘obtained’  unfortunately  (for 
someone)  was  a full  two  years  after 
one  of  the  coaches,  whose  ‘signature’ 
was  on  the  document,  had  died.  Nor 
would  I pay  a penny  for  a 1927  Babe 
Ruth  autograph  which  is  written 
with  a ball-point  pen.” 

Vastrick  recommends  that  a sim- 
ple magnification  of  the  signature 
will  tell  much.  When  a signature  is 
traced,  the  writing  is  generally  “jig- 
gly.”  A simple  magnifying  glass  is  a 
cheap  way  to  detect  an  obvious  fake. 
Vastrick  further  recommends  that 
one  check  the  information  on  the 
document  with  historical  facts.  “The 
Hitler  Diary  case  was  determined  a 
forgery  simply  by  having  the  paper 
analyzed  and  determined  that  it  was 
not  available  until  the  1950s.  Even 
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the  Baseball  Hall-of-Fame  is  not 
beyond  skipping  this  step.  They 
recently  discovered  that  a “19  29” 
Yankees  team  spring  training  picture 
was  actually  a 1927  team  picture. 
Easy  enough  to  tell.  There  were  a 
number  of  players  on  one  team  that 
were  not  on  the  other.  A no-brainer  to 
me,  but  even  Cooperstown  blew  it!” 

Of  paramount  importance  in  auto- 
graph and  document  collecting  is  the 
provenance  of  the  collectible.  A 
provenance  is  the  chronology  of 
where  the  document  came  from.  It 
answers  questions,  such  as  who  were 
the  previous  owners?  How  did  they 
come  to  take  possession  of  it?  Is  their 
possession  logical?  Is  there  anything 
to  verify  this  chronology,  such  as 
written  statements,  bills  of  sale,  or 
other  verification? 

Vastrick  emphasizes  that  some 
characteristics  of  the  signature  can 
help  verify  its  authenticity.  “First,  look 
at  the  carrier.  If  it  is  a photograph, 
does  it  show  signs  of  being  a photo  of 
a photo?  Any  odd  retouching?  Any 
information  about  the  photographer 
on  the  back  of  the  photo  (common 
practice  many  years  ago)?  Is  the  writ- 
ing instrument  consistent  with  the 
times?  If  the  item  is  not  a paper  prod- 
uct, is  the  item  datable?  For  instance, 
a bat  or  football  manufactured  by  a 
certain  company  may  only  have  been 
produced  in  that  model  form  for  only 
five  years  or  so  (which  can  be  verified 
by  the  manufacturer  or  even  its  con- 
temporaries if  the  company  is  no 
longer  in  business).  Is  there  a story 
that  goes  with  it?  (i.e.  the  baseball  hit 
during  Ruth’s  “called  shot”).  Do  base- 
ball experts  (such  as  Cooperstown) 
know  where  that  ball  is?  In  other 
words,  can  you  pin  down  the  story  of 
the  item  enough  to  be  able  to  get  inde- 
pendent of  the  item?” 

Jim  Blanco,  a Sacramento-based 
forensic  document  examiner,  stresses 
the  importance  of  hiring  a profes- 
sional when  the  merchandise  is  ques- 
tionable and  there  is  much  at  stake.  “I 
think  the  serious  collector  who  is  con- 


sidering the  purchase  of  a valuable 
item  should  consider  photographing 
the  writings/signatures  in  question  to 
submit  to  a forensic  handwriting 
expert  for  at  least  a preliminary  exam- 
ination. The  cost  incurred  would  be 
good  “insurance”  in  many  cases.  As  to 
the  question  of  a collector  doing  a 
“home  test,”  we  must  be  careful,  as 
many  people  are  “form  blind”  just  as 
others  are  “color  blind.”  The  main 
difference  is  that  people  usually  know 
if  they  are  color  blind  due  to  academic 
standardized  testing  procedures 
through  grade  school.  However,  we 
are  not  tested  for  form  blindness  as  a 
matter  of  course.” 

Plouffe  said  that  knowing  the  sign- 
ing habits  of  the  celebrity  is  key. 
“Some  celebrities  refuse  to  sign  certain 
items,  8x10  color  photos,  photos  of 
the  celebrity  pictured  in  a certain  uni- 
form, etc.  With  that  knowledge  in 
hand,  you  can  weed  out  a lot  of  the 
stuff  without  much  effort.” 

Yet  another  risk  that  the  autograph 
investor  must  be  aware  of  is  that  of  a 
signature  that  was  not  signed  by  the 
actual  person  who  bears  the  name.  It 
may  have  been  signed  by  someone  else 
on  their  behalf,  such  as  a secretary  or 
administrative  assistant,  or  it  may 
have  been  signed  by  an  autopen — a 
device  used  for  large  volume  signing. 
These  are  not  easy  to  detect.  Presiden- 
tial and  political  documents,  as  well  as 
financial  stock  and  bond  certificates, 
are  often  signed  by  someone  other 
than  the  person  whose  name  appears. 
They  are  as  difficult  as  any  to  verify 
and  require  a long  track  record  of  sig- 
natures to  compare  them  against  in 
order  to  validate.  This  problem  has  cre- 
ated a new  category  of  autographs — 
the  “in-person”  signature.  An  in-per- 
son signature  is  one  in  which  the  sig- 
nature was  witnessed  by  somebody 
and  their  presence  was  somehow 
accounted  for. 

In  his  book,  Signature  of  the  Stars , 
Kevin  Martin  notes  that  one  way  to 
authenticate  an  autograph  is  by  know- 
ing some  characteristics  of  pen  and 


ink.  One  known  tactic  of  forgers  is 
“feathering.”  Because  fountain  pens 
and  quills  were  used  in  earlier  times  as 
common  writing  instruments,  many 
forgers  try  to  recreate  signatures  with 
them.  When  they  try  to  forge  a signa- 
ture of  a bygone  figure  and  they  use 
dated  paper,  the  dated  paper  absorbs 
much  of  the  ink,  giving  some  distor- 
tion to  the  autograph.  According  to 
Martin,  “The  stroke  diameter  varies 
on  a fountain  pen,  and  forgers  who  try 
to  use  a fountain  pen  on  an  old  sheet 
of  paper  for  “authenticity”  quickly 
find  out  that  the  ink  bleeds  into  the 
fibers  of  the  aged  paper.  As  paper 
ages,  its  filters  spread.” 

Martin  goes  on  to  explain  that  ball 
point  pens  came  into  being  in  the  late 
1940s.  Porous  or  felt  tip  pens  were 
introduced  in  1963.  Gold  and  silver 
metallic  pens  were  introduced  in  the 
early  1980s.  These  are  some  useful 
facts  about  signing  instruments  that 
can  help  you  insure  that  the  ink  is  con- 
sistent with  the  age  of  a signature. 

Autographs  remain  one  of  the  most 
difficult  categories  of  collectibles  to 
authenticate.  There  is  little  that  pre- 
vents fakes  and  forgery,  and  there  is 
inadequate  means  of  detecting  it.  The 
recent  scandals  with  John  F.  Kennedy’s 
letters  to  Marilyn  Monroe  illustrate 
this.  They  were  supposedly  deemed 
genuine  by  a well-known  autograph 
expert,  yet  others  doubt  their  authen- 
ticity. Surprisingly,  this  happens  all  the 
time  in  the  circle  of  autograph  collect- 
ing. Like  any  other  practice,  there  is 
no  substitute  for  honesty  and  trust 
among  dealers,  collectors  and 
investors.  It’s  the  best  insurance,  no 
matter  what  you  collect. 

Jim  Romeo  is  a freelance  writer  from 
Chesapeake,  Virginia.  His  latest  book, 
The  Autograph  Source  Book,  is  a 
compendium  of  sources  for  collectors 
of  autographs  and  autograph  memo- 
rabilia. For  details,  contact  the  author 
at  1008  Weeping  Willow  Drive, 
Chesapeake,  Virginia  23322. 
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Trivia 


How  much  do  you  know 
about  financial  history  ? 


1.  According  the  Federal  Reserve,  what  is  the  expected  life  of  a $f  bill?  A $5  bill?  A $20  bill? 

2.  Why  is  July  8,  1932  a significant  date  in  financial  history? 

3.  Which  African  American  woman,  pictured  on  the  U.S.  Postal  Service  commemorative  stamp  issue  Jan.  28, 
1998,  was  the  first  female  millionaire?  (Hint:  She  developed  and  sold  hair  care  products  in  the  1910s) 

4.  In  what  year  was  the  deadline  for  filing  individual  income  tax  returns  set  by  the  Internal  Revenue  Code? 

5.  After  being  in  office  for  barely  one  month,  Alexander  Hamilton  proposed  the  idea  of  a seagoing  branch 
of  the  military  to  secure  the  revenue  against  contraband.  The  following  summer,  Congress  authorized  a 
Revenue  Marine  force  of  10  cutters.  What  is  this  force  known  as  today? 

6.  Which  radio  show,  produced  by  the  U.S.  Treasury,  was  named  one  of  the  top  radio  programs  of  1941? 

7.  In  1969,  the  Treasury  Department  and  the  Federal  Reserve  Board  announced  they  would  immediately 
stop  distributing  currency  in  denominations  above  what  amount? 

8.  Which  notes  were  printed  from  Dec.  18,  1934  through  Jan.  9,  1935  and  were  issued  by  the  Treasurer  of 
the  United  States  to  Federal  Reserve  Banks  only  against  an  equal  amount  of  gold  bullion  held  by  the 
Treasury?  (Hint:  These  notes  were  used  only  for  transactions  between  Federal  Reserve  Banks  and  were 
not  circulated  among  the  public) 

9.  Although  there  are  no  images  of  African  Americans  on  U.S.  currency,  three  U.S.  commemorative  coins 
have  been  produced  with  the  images  of  African  Americans.  Which  three  men  appear  on  these  commemo- 
rative coins? 

10.  The  United  States’  gold  reserves  are  stored  at  the  Philadelphia  Mint,  the  Denver  Mint,  the  New  York 
Assay  Office,  the  San  Francisco  Assay  Office,  and  which  other  facility  of  the  United  States  Mint? 
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Politics  and  Business 

(continued  from  page  13) 

Then,  in  1797,  the  French  govern- 
ment handed  the  Federalists  a political 
argument  that  made  them  look 
unbeatable.  Angered  by  the  Hamilton- 
ian tilt  toward  England,  the  French 
turned  their  privateers  and  warships 
loose  on  American  commerce.  Pretty 
soon,  we  were  fighting  an  undeclared 
war  at  sea.  When  we  sent  envoys  to 
France  to  resolve  the  dispute,  the 
French  demanded  huge  bribes  and  an 
ever  bigger  so-called  loan  before  they 
would  even  talk.  “Millions  for  defense, 
not  one  cent  for  tribute,”  was  the 
American  reply.  This  gave  the  Federal- 
ists a marvelous  opportunity  to  turn 
the  tables  on  the  Jeffersonians.  It 
became  patriotic  to  denounce  France. 

But  the  Federalists  overreacted. 
They  believe  their  own  rhetoric,  and 
they  saw  Jeffersonians  as  saboteurs  and 
secret  allies  of  the  French.  To  contain 
these  domestic  enemies,  they  rammed 
through  the  Alien  and  Sedition  Acts, 
probably  the  worst  wound  any  political 
party  ever  inflicted  on  itself. 

The  Alien  Act  gave  them  power  to 
expel  foreigners  without  trial.  The 
Sedition  Act  gave  them  the  power  to 
haul  into  court  any  newspaper  editor 
or  politician  who  attacked  the  Presi- 
dent or  members  of  Congress.  Con- 
ceptually, the  law  was  not  a total  dis- 
aster. The  accused  had  the  right  to  a 
trial  in  which,  if  he  proved  his  criti- 
cism was  true,  he  could  be  acquitted. 
But  the  way  the  Federalists  adminis- 
tered the  law  was  nothing  less  than 
ruinous.  Their  judges  gave  political 
lectures  from  the  bench,  and  they 
rode  roughshod  over  evidence. 

A good,  or  awful,  example  of  the 
way  the  Federalists  handled  the  pros- 
ecutions of  the  Sedition  Act  was  the 
case  of  New  York  assemblyman  and 
common  pleas  judge  Jedidiah  Peck  of 
Atsefo  County,  NY.  He  was  arrested 
for  circulating  a petition  to  repeal  tbe 
Act.  A federal  marshal  conveyed  him 
as  a prisoner  from  Cooperstown  to 
New  York  to  be  tried  before  the  fed- 


eral court.  Along  almost  every  mile  of 
his  400  mile  journey,  Peck  was  hailed 
as  a hero  by  cheering  crowds. 

New  York  political  historian  Jabez 
Hammond,  an  eyewitness,  later  wrote 
that  “a  hundred  missionaries  in  the 
cause  of  Democracy,  stationed  between 
New  York  and  Cooperstown,  could 
not  have  done  so  much  for  the  Repub- 
lican (Jeffersonian)  cause.” 

In  New  York,  voters  went  to  the 
polls  in  the  most  crucial  election  of 
Hamilton’s  life.  They  were  voting  for 
candidates  for  the  assembly,  but  every- 
one knew  that  the  Presidency  of  the 
United  States  was  really  at  stake.  The 
New  York  City  delegation  represented 
the  swing  vote  in  the  struggle  for  con- 
trol of  the  state’s  legislature,  and  the  leg- 
islature would  nominate  either  Federal- 
ist or  Republican  electors.  New  York 
was  in  turn  the  swing  vote  in  the  elec- 
toral college.  The  voters  swept  Hamil- 
ton and  his  party  out  of  power  forever. 

In  this  election,  Hamilton  as  a 
party  manager  encountered  another 
problem  that  has  remained  endemic 
to  businessmen’s  relationship  to  poli- 
tics. In  1799,  Hamilton  had  won  New 
York  City  with  a slate  of  distin- 
guished candidates — lawyers,  promi- 
nent merchants,  and  men  with  first 
class  reputations.  But  the  state  capital 
had  been  moved  to  Albany,  and  these 
gentlemen  all  found  it  extremely 
inconvenient  to  spend  three  or  four 
months  away  from  their  law  practices 
and  businesses.  They  all  declined  to 
run  again,  and  Hamilton  was  forced 
to  cobble  together  a ticket  that 
included  two  grocers,  a baker,  a pot- 
ter, a mason  and  a shoemaker  for 
candidates.  Unfortunately,  they  were 
up  against  professional  politicians. 

When  one  contemplates  the  mix- 
ture of  arrogance,  anger  and  compla- 
cency that  laid  the  Federalists  low, 
their  story  acquires  parable-like  qual- 
ity. One  sees  its  basic  structure 
repeated  more  than  once  in  later 
phases  of  American  history,  in  partic- 
ular when  economic  events  and  clever 
leaders  restored  the  Democratic  party 
to  power  from  1932  to  1952. 


Instead  of  a demonized  Hamilton, 
we  had  a demonized  Herbert  Hoover. 
Instead  of  an  idolized  Jefferson  as  the 
voice  of  the  common  man,  we  had  a 
worshiped  Franklin  D.  Roosevelt. 
Instead  of  speculators  and  merchants 
as  the  enemy  of  the  farmer,  we  had 
corporations  as  the  enemy  of  the 
working  man. 

Thrown  on  the  defensive,  business- 
men and  the  politicians  who  spoke  for 
them  could  do  nothing  but  criticize  that 
the  Democrats  were  really  agents  for  a 
world-wide  communist  Revolution. 

We  might  get  even  more  contempo- 
rary and  discuss  a demonized  Newt 
Gingrich  and  a blindly  admired 
William  Jefferson  Clinton.  Some  of  the 
old  Federalist-Democratic-Republican 
clash  is  visible  here,  suggesting  it  will 
recur  in  the  future  as  well. 

What  can  businessmen  learn  from 
the  mistakes  Hamilton  and  the  Feder- 
alists made?  First  they  must  resolve 
never  to  talk  down  to  their  fellow 
Americans.  They  must  acquire  a fun- 
damental respect  for  the  principles 
and  practices  of  democracy.  They 
must  learn  to  absorb  the  rhetorical 
punishment  that  goes  with  politics 
without  losing  their  tempers.  They 
must  support  with  their  checkbooks  a 
cadre  of  professional  politicians  who 
can  speak  effectively  for  them.  These 
politicians  must  offer  Americans  a 
program  that  appeals  to  their  pride, 
their  self  respect,  and  their  hopes. 

All  of  these  things  are  possible,  and 
to  some  extent  they  have  already  been 
done  by  two  Presidents  who  spoke  for 
business  without  arrogance  and  deliv- 
ered a message  of  pride  and  practical 
hope — Theodore  Roosevelt  and 
Ronald  Reagan.  They  are  proof  that 
the  descendants  of  the  Federalists  can 
learn  from  their  mistakes  and  play  a 
vital  part  in  creating  a dynamic  Amer- 
ican future.  ED 

Tom  Fleming  is  the  author  of  more 
than  40  hooks  of  fiction  and  non-fic- 
tion, including  Now  We  Are  Enemies 
and  Beat  the  Last  Drum.  He  lines  in 
New  York  City. 
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Strasburg  Hosts  Paper  Collectors 

By  Kevin  Foley 


The  Third  Annual  Strasburg  Paper 
Money  Show  on  Sept.  17-20  at  the 
Strasburg  Inn  featured  a 1,349  lot 
auction  of  collectible  currency,  stocks, 
bonds  and  related  ephemera  cata- 
logued and  conducted  by  the  New 
York  City  firm  of  R.M.  Smythe  & 
Co.,  Inc. 

The  show  featured  a 35  booth 
bourse  area  manned  by  some  of  the 
leading  rare  currency  dealers  from 
across  the  United  States.  On  Saturday 
afternoon,  researcher  William  Millar 


gave  a presentation  entitled,  “Paper 
Money  and  the  Constitution.”  The 
show  also  hosted  a meeting  of  the 
Check  Collectors  Roundtable. 

Past  President  of  the  Central  States 
Numismatic  Society,  John  Wilson,  cut 
the  ribbon  to  open  the  event  to  the 
public  on  Friday  morning.  He  was 
joined  at  the  show  by  his  wife,  Nancy, 
in  displaying  their  prize-winning 
exhibit  on  Santa  Claus  vignettes  on 
paper  money  and  allied  collectibles. 

The  Strasburg  auction  featured  a 


wide  array  of  rare  currency  and 
bonds.  Among  the  sale  highlights  was 
an  uncirculated  seven  shilling  mer- 
chant’s note  dated  Dec.  8,  1734,  which 
sold  for  $11,500.  A rare  Massachu- 
setts three  pence  note  dated  June  1772 
was  hammered  down  for  $18,700. 

A strong  offering  of  Confederate 
bonds  saw  numerous  lots  sell  into  the 
four  figure  range.  A scarce  $5,000 
Criswell  174,  Ball  29  issued  to  the  Cit- 
izens Bank  of  Lynchburg  found  a new 
home  at  $6,875.  Another  Confederate 
bond  which  saw  spirited  bidding  was 
one  of  only  six  issued  of  the  Cr.-ri3, 
B-150  $4,000  denomination,  and  was 
hammered  down  at  $5,775,  despite 
slits,  stains  and  tape  repairs.  A $1,000 
Cr.-ii5,  B-21  sold  for  $5,280. 

In  addition  to  the  Charles  Fenwick 
Collection  of  Michigan  Obsolete  Notes, 
the  auction  also  featured  a small,  but 
high  quality,  offering  of  National  Bank 
Notes.  A 1902  Red  Seal  $10  issued  by 
the  First  National  Bank  of  Hart,  Michi- 
gan carried  an  estimate  of  $2oo-$250. 
A spirited  bidding  war  carried  it  to  a 
realization  of  $1,265.  Another  rare 
National  that  found  a new  home  during 
the  Strasburg  auction  was  a $20  1902 
on  the  First  National  Bank  of  Hermis- 
ton,  Oregon.  It  sold  for  $4,840  against 
the  pre-sale  estimate  of  $1,000-1,500. 

A total  of  724  bidders  participated  in 
the  sale,  either  in  person  or  via  mail 
bids.  The  prices  realized  totaled 
$696,685. 

The  next  event  of  interest  to  stu- 
dents of  financial  history  at  the  Stras- 
burg Inn  will  be  the  13TH  Annual 
Strasburg  Stock  & Bond  Show  on  Jan. 
21-24,  1999  1111 

Kevin  Foley  is  an  R.M.  Smythe  staff 
member  based  in  Milwaukee,  WJ. 
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Opposite  page:  Top,  Claud  and  Judith  Murphy,  Winston-Salem,  NC,  were  among  the  dealers  with  booths  at  the  Strasburg  Paper  Money  Show. 
Bottom  left,  R.M.  Smythe  & Co.  personnel  Lucien  Birkler  and  Dr.  Douglas  Ball  assist  an  auction  lot  viewer.  Bottom  right,  Diana  Herzog  presents  a 
recognition  award  to  John  and  Nancy  Wilson,  of  Milwaukee,  Wl,  who  participated  in  the  show  with  their  award-winning  educational  exhibit  of  Santa 
Clause  vignettes  on  paper  money,  stocks,  bonds  and  related  ephemera.  Clockwise  starting  top  left:  Among  dealers  from  the  Central  States  region  repre- 
sented were  Missouri's  "Dusty"  Royer  sharing  a light  moment  with  Illinois  dealer  Don  Fisher.  Numismatic  researcher  William  Millar  prepares  slides  for 
his  program  “Paper  Money  and  the  Constitution."  Auctioneer  Paul  Jung  called  the  Strasburg  auction  while  R.M.  Smythe  & Co.  Executive  Vice 
President  Stephen  Goldsmith  administered  the  book.  Krause  Publications  reporter  David  Kranz  talks  with  Roger  Durand  and  John  Wilson. 


York  Coin  Fair  Report 

By  Ian  Moncrief-Scott 

The  new  Grandstand  at  York’s  magnificent  racecourse 
provided  a striking  venue  for  the  1998  York  Coin  Fair. 

More  than  40  international  dealers  and  1,500  visitors 
attended  the  event.  Wholesale  trading  was  brisk,  though 
traders  reported  slower  retail  interest. 


Great  Britain  milled  and  hammered  coins  were  favored, 
with  banknotes  proving  robustly  popular.  The  small 
amount  of  scripophily  on  display  sold  well,  and  York’s  cel- 
ebrated history  contributed  an  appropriate  backdrop  to 
busy  collectors  of  Roman  and  Celtic  artifacts. 

Sadly,  the  Fair  was  overshadowed  by  the  sudden  death  of 
Mr.  George  White,  the  well-liked  leading  banknote  dealer, 
who  suffered  a fatal  heart  attack. 

The  forthcoming  York  Coin  Banknote  and  Stamp  Fair, 
on  Jan.  15-16,  is  poised  to  attract  increased  numbers.  Oa 
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The  Roman  Loan 

By  Sanford  J.  Mock 


The  reasons  vary,  but  every  growing 
institution  eventually  needs  capital. 
And  those  that  can,  occasionally  or 
often,  access  the  public  market. 
Issuances  of  bonds  or  stocks  by  gov- 
ernments and  corporations  are  con- 
stant, but  from  the  Government  of  the 
Holy  See. ..that’s  not  an  everyday  event. 

The  “Stato  Pontifico”  (Papal 
States),  in  a decree  authorized  by  His 
Holiness  Pope  Pius  IX,  offered  60  mil- 
lion francs  ($12  million)  worth  of 
public  debt  in  April  1866.  Each  cer- 
tificate was  for  500  francs,  then  equiv- 
alent to  $100,  bearing  interest  at  five 
percent  and  payable  every  April  and 
October  at  banks  in  New  York, 
Philadelphia,  New  Orleans  and  Paris. 

The  original  bond  had  coupons 
attached,  all  of  which  were  apparently 
clipped  and  presented  for  collection, 
except  one  dated  October  1903.  The  last 
coupon  is  attached  to  what  is  known  as 
a “talon,”  which  was  to  be  exchanged 
for  another  sheet  of  coupons.  The  use  of 
talons  made  handling  easier  for  the 
holder  of  a long-term  bond,  who  other- 
wise would  be  dealing  with  a burden- 
some amount  of  paper. 

The  indenture  was  printed  in  Ital- 
ian on  one  side  and  French  on  the 
other.  Four  million  dollars  of  the  total, 
however,  was  earmarked  for  sale  in 
the  United  States. 

Why  was  the  Holy  See  selling  bonds 
in  1 866?  The  general  answer  is  revealed 
in  the  circular  issued  at  the  time  by 
John,  Archbishop  of  New  York. 

“To  insure  the  Treasury  of  the  States 
of  the  Holy  See  complete  independence 
during  the  negotiations  pending 
between  the  Governments  of  France 
and  Italy  for  the  liquidation  of  the 
Papal  State  debt,  His  Holiness,  Pope 
Pius  IX,  by  Pontifical  Act  of  the  1 rth 
April,  1866,  decreed  the  emission...” 


The  Archbishop  then  frankly 
reveals  the  urgency  of  the  Church’s 
financial  difficulties,  forcing  the  offer 
of  their  bonds  at  a severe  discount. 

“Although  former  loans  have  com- 
manded nearly  par,  His  Holiness,  in 
view  of  the  present  condition  of  mon- 
etary matters,  not  wishing  to  impose  a 
sacrifice  on  those  willing  to  assist  him 
in  surmounting  his  present  induce- 


ments to  capital,  has  decided  to  issue 
this  loan  at  sixty-six  dollars  gold  for 
the  one  hundred  dollar  bond.” 

The  steep  discount  raised  the  cur- 
rent yield  from  five  to  seven  and  a half 
percent.  Archbishop  John  concludes 
with  a bit  of  salesmanship  that  today’s 
SEC  would  have  summarily  rejected. 

“It  is  believed  that  this  loan  will 
commend  itself  to  capitalists  generally 
and  undoubtedly  will  to  all  good 
Catholics,  having  at  heart  a desire  to 
prove  that  His  Holiness  never 
addresses  himself  to  them  in  vain.  No 
investment  can  present  greater  secu- 
rity than  one  guaranteed,  as  this  is,  by 
the  pledged  faith  of  a State  which  has 
always  punctually  fulfilled  every 
engagement  of  its  Pontifical  Head.” 

For  the  American  portion  of  the 
issue,  $12,000  a year  of  the  out- 
standing bonds  were  to  be  retired, 


which  means  that  the  security  would 
exist  in  virtual  perpetuity.  It  would 
take  334  years  to  pay  off  $4  million 
at  $12,000  a year!  The  bonds  were  to 
be  listed  on  the  New  York  Stock 
Exchange,  however,  so  that  investors 
would  have  liquidity. 

The  American  underwriters  were  a 
New  York  firm  named  Duncan,  Sher- 
man & Co.  One  Robert  Murphy  was 


placed  in  charge  of  “The  Office  of  The 
Roman  Foan.”  Mr.  Murphy  had  carte 
blanche  to  solicit  wealthy  American 
Catholics,  which  he  did  with  fervor. 

In  a letter  to  William  Hamilton  of 
Port  Tobacco,  in  Charles  County, 
Maryland,  he  sent  the  prospectus  and 
boldly  asked  for  the  order. 

“I  am  pleased  to  hope  that  you  will 
avail  yourself  of  so  favorable  an 
opportunity  of  expressing  your  love 
for  the  Government  of  the  Holy  See, 
and  favour  me  with  your  personal 
subscription. ..You  can  easily  compre- 
hend without  any  illucidation  (sic)  on 
my  part  that  this  is  a moment  the  most 
momentous  in  the  history  of  our  Holy 
Pontiff,  and  there  can  never  be 
another  occasion  in  which  the  devo- 
tion of  the  Children  of  the  Holy 
Father  could  be  of  greater  benefit  to 
the  Church  or  more  gratefully  accept- 


It  is  believed  that  this  loan  will 
commend  itself  to  capitalists 
generally  and  undoubtedly  will 
to  all  good  Catholics,  having  at  heart 
a desire  to  prove  that  His  Holiness 
never  addresses  himself  to  them  in  vain. 
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Example  of  Pope  Pius  IX's  1866  bond,  written  in  French. 
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Financial  History 


able  to  its  worthy  head.  For  each  $98 
in  currency  remitted  you  will  receive 
by  return  mail  a Si 00  Gold  Bond.” 

Can  Duncan,  Sherman  & Co.  have 
bought  these  bonds  from  the  Papal 
States  at  $66  and  then  retailed  them  in 
the  U.S.  for  $98?  To  a stockbroker, 
that  would  qualify  as  a huge  (and 
unconscionable)  commission! 

The  elevation  to  the  Papacy  in  1846 
if  Pius  IX,  then  viewed  as  a liberal  and 
a nationalist,  was  seen  as  the  start  of  a 
more  democratic,  progressive  order  in 
the  Church  and  the  Papal  States. 

The  new  Pope  did  institute  some 
welcome  practical  reforms,  such  as 
creating  city  and  state  councils.  His 
support  of  Italian  nationalism,  how- 
ever, proved  illusory  and  a serious  dis- 
appointment to  many.  He  believed  the 
temporal  sovereignty  of  the  Holy  See 
was  indispensable  to  its  spiritual  inde- 
pendence. Thus,  he  had  no  intention 
of  encouraging  a constitutional  state 
beyond  control  of  the  Church. 

1848  was  a year  of  revolutions.  In 
Italy,  it  brought  the  establishment  of 
the  Roman  Republic,  accompanied  by 
a wave  of  anti-clericalism  and  mob 
violence.  The  Pope  was  forced  to  flee 
Rome,  but  support  from  other 
Catholic  European  governments, 
notably  France,  aided  his  return. 

The  Pontiff  condemned  the  revolu- 
tion and  rejected  any  restrictions  on 
his  restored  authority.  He  also 
imposed  strict  discipline  on  priests  or 
laymen  who  revealed  sympathy  for 
liberal,  unorthodox  ideas. 

The  Papal  States,  the  last  theocracy 
in  an  increasingly  nationalistic  and 
anti-clerical  age,  became  an  interna- 
tional issue  with  the  growth  of  Italian 
nationalism  and  rising  criticism  from 
Catholics  everywhere. 

Despite  Pius  IX’s  determination  to 
maintain  the  status  quo,  the  era  of  the 
Papal  States  was  coming  to  an  end. 
I he  leader  in  the  drive  to  unify  Italy 
was  the  charismatic  soldier-adven- 
turer-sometime statesman  Giuseppe 
Garibaldi.  The  Papal  States  were  con- 
quered one  by  one. 
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This  $100  gold  bond  tt’iis  issued  by  Pope  Pius  IX’s  in  April  1866. 
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Mr.  Murphy  had  carte  blanche 
to  solicit  wealthy  American  Catholics 
which  he  did  with  fervor. 


After  Garibaldi  defeated  the  Pope’s 
newly  raised,  but  small,  army  at 
Castelfidardo  in  i860,  he  presented 
his  conquests  to  Victor  Emmanuel  II, 
who  became  sovereign  of  the  new 
Kingdom  of  Italy  in  1861. 

Pope  Pius  was  confined  to  Rome 
and  its  environs,  where  he  was  pro- 
tected for  a decade  by  a French  garri- 
son. The  struggles  of  those  combative 
years,  the  need  to  maintain  some  kind 
of  standing  army,  and  the  now  lost 
monetary  influence  in  the  Papal  States 
all  put  great  financial  pressures  on  the 
Holy  See.  Hence,  the  seemingly  des- 
perate requirement  in  1866  to  raise 
outside  capital. 

But  worse  was  yet  to  come.  In  1870, 
the  Pope  decreed  “The  Dogma  of 
Papal  Infallibility.”  It  held  that  when 
the  Holy  See  spoke  on  matters  of  faith 
and  morals,  he  was  inspired  by  God 
himself.  The  Vatican  Council  declared 
it  “a  dogma  divinely  revealed.” 

This  emphatic  statement  roused 
antagonism  from  European  secular- 
ists. At  the  same  time,  with  the  out- 
break of  the  Franco-German  War, 
Napoleon  III  was  forced  to  withdraw 
his  French  garrison  from  Rome.  The 
Papal  troops  were  unable  to  hold  the 
city  from  the  Italian  army. 

Italy  acquired  a new  national  capi- 
tal, and  Papal  sovereignty  henceforth 
was  confined  to  the  few  acres  of  the 
Vatican  City. 

Pius  IX  assumed  the  role  of  pris- 
oner in  his  own  domain.  He  refused  to 
recognize  the  political  reality  of  the 
Kingdom  of  Italy,  and  he  remained 
isolated  in  the  Vatican,  sadly  and 
angrily  bereft  of  his  former  Papal 
States,  and  especially  Rome.  His  suc- 
cessors took  the  same  position. 

Ironically,  though  its  temporal 


might  in  Italy  was  gone,  the  Church 
on  a world-wide  scale  was  entering  a 
new  period  of  acceptance,  growth  and 
power.  Pius  IX,  for  all  his  enemies, 
had  the  persona  of  an  unbending,  sin- 
cerely dedicated  spiritual  leader.  This 
image  won  many  adherents  for  him 
among  the  laity  and  clergy  alike 
throughout  Europe. 

Also,  during  his  long  reign  (32  years, 
the  longest  of  any  Pope  until  his  death 
in  1878),  Pius  had  vigorously  encour- 
aged missionary  activity  overseas.  Fur- 
ther, the  banner  of  Catholicism  was 
carried  by  large  scale  immigration  of 
the  faithful  to  Canada,  Australia,  and 
especially  the  United  States. 

In  1871,  the  Pope  issued  an  encycli- 
cal denouncing  the  Italian  govern- 
ment’s capture  of  Rome  and  declaring 
reconciliation  impossible.  That 
impasse  persisted  until  1929,  when  an 
Italian-Papal  Concordat  was  achieved 


through  the  Lateran  Treaties,  in  which 
Prime  Minister  Benito  Mussolini  rep- 
resented Italy. 

Under  the  agreements,  Italy  recog- 
nized Catholicism  as  the  State  religion 
and  the  Holy  See’s  exclusive  control  of 
Vatican  City.  The  Holy  See  in  turn 
would  require  bishops  to  swear  alle- 
giance to  the  State  and  to  refrain  from 
participating  in  politics. 

Finally,  there  would  be  a cash  pay- 
ment to  the  Papacy  of  750  lire  and 
one  billion  in  government  bonds  as 
compensation  for  Italy’s  annexation 
of  the  Papal  States  during  the  unifica- 
tion years. 

Had  this  settlement  been  reached  in 
1866,  we  might  never  have  seen  The 
Roman  Loan. 

Sanford  ).  Mock  is  a Senior  Vice  Pres- 
ident of  Investments  at  PaineWebber. 
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Evznti 


Events  Calendar 


WINTER  1999 


NOVEMBER 

International  Bond  & Share  Society  Meeting  & Mini-auction, 
London.  (+44)1707  875659. 

WHACO!  Fall  Show  & Auction.  McLean,  VA  (Westpark  Hotel), 
10  am-6  pm. 

WHACO!  Auction  & Show,  McLean,  VA.  (703)  866  0175. 

DECEMBER 

IBSS  Christmas  Party  and  Auction,  London. 

(+44)  1707  875659. 

Bonhams  Auction,  London.  (+44)  171  393  3949. 

Tschope  Auction,  Dusseldorf.  (+49)  21  31  60  2756. 

JANUARY 

Spinks  Auction,  London.  (+44)  171  930  7888. 

York  Coin  Banknote  and  Stamp  Fair 

R.M.S.  Smythe  & Co.,  Inc.  Stock  & Bond  Auction. 

Strasburg,  PA.  (800)  622-1880. 

BSS  USA  Chapter  Meeting,  Strasburg,  PA.  (201)  489  2440. 
30:  Summit  Auction,  Cuyahoga  Falls,  OH.  (330)  922-555. 

FEBRUARY 

IBSS  Meeting  & Mini-auction,  London. 

(+44)  1707  87565. 

Phillips  Auction,  London.  (+44)  171  629  6602. 

R.M.  Smythe  & Co.,  Inc.  Auction,  Chicago.  (212)  943  1880. 

MARCH 

IBSS  Mini-auction  & Meeting,  London.  (+44)  1707  875659. 
RAAB  Auction  & Bourse,  Gelnhausen.  (+49)  6051  82014. 
Bonhams  Auction,  London.  (+44)  171  393  3949. 


If  you  know  of  an  auction  or  event  of  interest  to  historians  and  others 
interested  in  finance,  please  write  to  Kristin  Richard  at  Financial  His- 
tory, do  Museum  of  American  Financial  History,  26  Broadway,  New 
York,  NY  10004-1763,  or  e-mail:  krichard@financialhistory.org 


Jacob  Little 

(continued  from  page  25) 

“The  Great  Bear  on  ‘Change.’”  He 
was  the  star  at  NYSE  in  the  1840s  and 
50s,  but  as  Edmund  Stedman  noted  in 
his  fine  The  New  York  Stock 
Exchange  (1905),  “The  newspapers  of 
Jacob  Little’s  day  had  not  learned  to 
exploit  in  print  the  achievements  of 
stock  operators,  and  his  mighty  deeds 
are  partly  shrouded  in  the  shadows  of 
tradition.” 

I used  Stedman’s  appraisal,  along 
with  those  of  Matthew  Hale  Smith  in 
his  Bulls  and  Bears  of  New  York 
(1873),  plus  the  fuslome  eulogy  he 
wrote  after  Little’s  death,  which 
appeared  in  Hunt’s  Merchant’s  Maga- 
zine, Vol.  52,  pp.  409-417.  The  quotes 
are  from  Smith.  03 


The  Amalgamated  Copper 
Company  IPO 

(continued  from  page  11) 

third  world  countries,  large  multina- 
tionals have  the  ability  to  influence 
government  policies  in  ways  that  are 
similar  to  Amalgamated’s  treatment  of 
Montana  in  1903.  Furthermore,  in  this 
age  of  a global  economy,  any  corpora- 
tion can  simply  abandon  a state  or 
nation  and  set  up  operations  in  places 
with  more  favorable  conditions. 

As  we  approach  the  new  century, 
there  are  ample  parallels  between  now 
and  100  years  ago.  There  is  a similar 
sense  of  optimism  for  the  power  of 
new  technologies  and  the  willingness 
to  bet  on  the  emerging  firms  that  con- 
trol these  innovations.  But  we  must 
not  forget  the  problems  of  the  past  lest 
we  lay  the  foundations  for  a fall. 
Invest  sensibly,  even  when  others 
around  you  have  exchanged  logic  for 
a seat  on  the  latest  bandwagon.  03 
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Send  for  specific  category 
want  lists,  send  SESE. 

FREE  Price  Lists.  Special  Offer:  100  different 
stocks,  bonds  $31.  20  page  list  every  month 

Free  Catalog 

E-mail:  fredfuld3@aol.com 

We  want  to  buy.  Subscription:  6 monthly-issued 

video  catalogs,  $50.  Postpaid 

$6  for  large  quarterly  mail  bid  catalog 

Buying,  especially  western 

United  States 

RRs  & Western  Mining 

Buy,  Swap.  Sell 

Rare  and  unusual  certificates. 

autographs:  ask  for  Diana  Herzog 

Send  want  lists. 

Fast  courteous  service. 

Illustrated  catalogs,  price  lists,  mail  bid  auctions. 

collector’s  club  bonus  & newsletter.  Framing. 

Fine  quality  autographed 

stocks  and  bonds 

Frankfurt  Auctions  & Company  quoted  at 

the  German  Stock  Exchange 

Price  Guide  Publisher — 6 auctions  per  year 

Specialist  Auto/Sports/Firefighter/Military 

Quality  & Quantity  items  bought 

& sold.  Free  price  lists 

Keith  Hollender 

Author  of  “Scripophily" 

Buying  and  selling  worlwide.  Inventory  of  more  than 

25.000different  pieces.  List  on  demmand.by  country 

Buying  French  only  pre-1910 
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WHO  AND  WHERE 

American  Vignettes  Tel.  (908)  241-4209 

P.0.  Box  155FFH,  Roselle  Park.  NJ  07204-0155  Fax  (908)  241-4209 

David  M.  Beach  Tel.  (407)  657-7403 

PO.  Box  2026,  Goldenrod.  FL  32733  Fax  (407)  657-6382 

Centennial  Documents  Tel.  (908)  730-6009 

P.O.  Box  5262.  Clinton.  NJ  08809  Fax  (908)  730-9566 

H.J.W.  Daugherty  Tel  (508)  255-7488 

P.0.  Bo*  1146E,  Eastham.  MA  02642  Fax  (508)  240-5789 

Frost  & Robinson  Collectibles  Tel.  (215)  357-6820  Fax  (215)  357-4847 

PO.  Box  814,  Richboro.  PA  18954  fandr@voicenet.com 

Clinton  Hollins 

PO.  Box  112-M,  Springfield.  VA  22150 

Investment  Research  Institute  Tel.  (510)  686-9067 

3043  Clayton  Road.  Concord.  CA  94519  Fax  (510)  686-9486 

George  H.  LaBarre  Galleries.  Inc.  Tel.  (603)  882-2411  (800)  717-9529 

£ PO.  Box  746,  Hollis.  NH  03049  Fax.  (603)  882-4797 

^ Gypsyfoot  Enterprises,  Inc.  Tel.  (406)  449-8076 

S PO  Box  5833.  Helena.  MT  59604  Fax  (406)  443-8514 

E Ken  Prag,  Paper  Americana  Tel.  (415)  586-9386 

PO.  Box  14817,  San  Francisco.  CA  94114 

Rails  Remembered  Tel.  (626)  572-0419 

Robert  0.  Greenawalt,  P.O.  Box  464,  Rosemead,  CA  91770 

R.M.  Smythe  & Co.,  Inc.  Tel.  (212)  943-1880  (800)  622-1880 

26  Broadway,  New  York,  NY  10004  Fax  (212)  908-4047 

David  Strebe  Tel.  (301)  262-8159 

P.O.  Box  793,  Seabrook,  MD  20703  Fax  (301)  805-4526 

Stock  Search  International  Tel.  (800)  537-4523  Fax  (520)  579-5639 

4761  West  Waterbuck  Drive.  Tucson.  AZ  85742  ssi@stocksearchintl.com 

Treasure  Trove  Ltd.  - Jerry  Neuman 

P.O.  box  33,Ellicott  City.  MD  21042 

Scott  J.  Winslow  Assoc.,  Inc.  Tel.  (603)  472-7040  (800)  225-6233 

P.O.  Box  10240,  Bedford,  NH  03110-0240  Fax  (603)  472-8773 

Benecke  und  Rehse  Wertpapierantlquariat  GmbH  Tel,  49-531-281840 

Am  Alten  Bahnhof  4B,  D-38122  Braunschweig  Fax  49-531-2818444 

i Raab  Verlag  Gmbh  Tel.  01149  60  51-82  08  13 

1 P.O.Box  1432,  D-63554  Gelnhausen  Fax  01 149  60  51-82  08  22 

LaJ  

“ Reinhild  Tschoepe  Tel.  02131-602756/604814 

Bruchweg  8 D-41564  Kaarst  Fax  02131-66794 

* Herzog  Hollender  Phillips  & Co.  Tel.  0171-495  0580,  Fax  0171-495  0565 

= P.O.Box  14376,  London  NW6  12D,  England  hollender@dial.pipex.com 

Centrum  Voor  Scriptophile  Tel.  ++32-9-386-90-91 

Kouter  126,  B-9800Deinze,  Belgium  Fax  ++32-9-386-97-66 

| Guy  Cifre/Numistoria  Fax  (1)49-27-92-18,  Tel.  (1)49-27-92-71 

£ 76  rue  de  Richelieu,  75002  Paris,  France  gcifre@numistoria.com 

Alex  Witula/Portafoglie  Storica  Tel.  051-520992 

Via  Malvasia  n.  1, 1-40131  Bologna,  Italy  Fax  051-6490622 

Your  Company  Could  Be  Here.  Please  call  (212)  908-4695  for  i 
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Centennial 

Documents 

Post  Office  Box  5262 
Clinton.  New  Jersey  08809.  USA 
Tel.  (908)  730-6009 
Fax:  (908)  730-9566 


ST.  LOUIS  BRIDGE  COMPANY 

The  Illinois  & St.  Louis  Bridge  Company  was  chartered  by  an  Act  of  Congress  of  July  20.  1868  for  the  construction  of  a rail- 
road bridge  across  the  Mississippi  River  at  St.  Louis.  The  bridge,  financed  primarily  with  British  capital,  was  the  first  large 
structure  of  any  kind  built  of  steel.  (One  of  the  major  subcontractors  was  Andrew  Carnegie's  Keystone  Bridge  Company). 
This  was  a major  technological  development,  which  proved  the  feasibility  of  building  bridges  capable  of  bearing  the  increasing 
weight  of  post-Civil  War  trains.  The  company  was  sold  under  foreclosure  and  reorganized  as  the  St.  Louis  Bridge  Company, 
which  in  turn  was  leased  to  the  railroads  which  utilized  it. 

The  vignette,  a detailed  engraved  rendering,  nevertheless  hardly  does  justice  to  the  bridge  which,  even  before  its  opening  on 
July  4,  1874,  was  considered  an  engineering  wonder.  Were  it  not  for  the  Brooklyn  Bridge,  under  construction  at  the  time  in 
New  York,  the  St.  Louis  Bridge  (and  its  builder  James  Buchanan  Eads)  would  certainly  be  far  better  known  to  the  general  public. 

(For  a free  copy  of  our  current  catalogue,  or  for  more  information,  please  feel  free  to  call,  write  or  fax; 
we  look  forward  to  helping  you  build  your  personalized  collection). 
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Business  & Financial 
Histories  & Biographies 

Out-of-print  books  selected  for  collectors  of 
financial  history  and  scripophily.  Catalogs  issued. 

Ray  Boas,  Bookseller, 

6 Church  Street 
New  Preston,  CT  06777 
Phone  (860)  868-9596  • Fax  (860)  868-9939 
http://www.rayboasbookseller.com 


Ken  Prag 
Paper  Americana 

• Stocks  & Bonds  • Post  Cards  • Passes  • 
• Timetables  • Etc.  • 

Catalog  plus  3 beautiful  stocks  $8.95 
Also  buy! 

Ken  Prag,  Box  14817, 

San  Francisco,  CA  941 14 
Tel.  (415)  586-9386 


AMERICAN  FINANCIAL  HISTORY 


STOCKS,  BONDS  AND  FINANCIAL  DOCUMENTS 
HIGHLIGHTING  THE  HISTORY 
OF  GOVERNMENT  FINANCE, 

WALL  STREET  AND  AMERICAN  ENTERPRISE. 

WE  ARE  ONE  OF  AMERICA1  S LEADING  DEALERS 
SPECIALIZING  IN  BETTER  QUALITY 
FINANCIAL  INSTRUMENTS, 

LETTERS,  DOCUMENTS  AND  AUTOGRAPHS 
RELATED  TO  AMERICA’S  FINANCIAL  HISTORY. 


FOR  A COPY  OF  OUR  NEXT  CA  TALOG 
PLEASE  CALL  US  TOLL  FREE  IN  USA  (800)  225-6233 


Scott  J.  Winslow  Associates 
Post  Office  Box  10240 
Bedford,  New  Hampshire  03110 
(800)  225-6233  (603)  472-7040  Fax  (603)  472-8773 


CORRESPONDENTS 

WANTED 

Financial  History  is  seeking  knowledgeable 
collectors  to  write  reports  of  shows, 
auctions,  and  current  scripophily  trends 
around  the  country  and  abroad. 

Articles  will  be  published  quarterly  in 
Financial  History.  Professional  writing 
experience  is  less  important  than 
knowledge  of  collecting.  Dealers  and/or 
hobbyists  are  invited. 

Write  or  telephone  Kristin  Richard, 
Museum  of  American  Financial  History, 

2 .6  Broadway,  New  York,  NY  10004-1763. 
E-mail:  krichard@finacialhistory.org 
Telephone:  (212)  908-4695 
Toll-free:  (877)  98  FINANCE 
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Rockefeller 
Returns  to 
26  Broadway 


In  an  acquisition  of  monumental  proportion,  the  Museum  recently  added  to  its  permanent  collection  renowned  sculptor  jo  Davidson's  1924  artist's  proof 
°f  b‘S  celebrated  bust  of  John  D.  Rockefeller.  It  was  from  this  larger-than-life  portrait  in  plaster  of  the  84-year-old  oil  magnate  that  the  rose  colored  mar- 
ble sculpture  was  executed  for  the  Standard  Oil  Company  headquarters  at  26  Broadway,  where  the  Museum  is  located. 

hollowing  removal  of  the  marble  sculpture  from  the  building’s  ornate  lobby,  where  the  names  of  Rockefeller  and  the  company’s  directors  are  carved 
into  the  molding,  the  pedestal  was  bare  until  October  29,  1998,  when  the  Museum  unveiled  the  original  plaster  bust  in  the  location  for  which  the  work 
had  been  commissioned.  The  bust  will  now  be  on  permanent  display  in  the  Museum  gallery. 

In  Jo  Davidson’s  autobiography.  Between  Sittings,  the  artist  devotes  a chapter  to  working  with  Rockefeller  to  create  this  work.  “ I was  terribly 
excited.  He  was  a legendary  figure.  It  was  one  of  my  great  experiences  to  have  known  for  a little  while  the  man  who  was  such  a stupendous  economic 
force  in  America.  I would  not  have  missed  it  for  anything.  ” 

bhe  bust  was  unveiled  on  the  occasion  of  the  Museum's  Tenth  Anniversary  by  host  for  the  evening  and  CNNfn  Anchor  Jan  Hopkins  and  Museum 
bounder  and  Chairman  John  Herzog. 
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Don’t  Miss  Out  on  the  Excitement 

or  Consign  in  1999! 


R.M.  Smythe,  established 
1880,  buys,  sells  and  auctions 
collectible  Stocks  and  Bonds,  ri 
Banknotes,  Autographs  and 
Coins.  To  consign  your  collection 
to  our  next  auction,  please  call 
Stephen  Goldsmith,  or  Diana  ■; 
Herzog  at  800-622-1880  or  212-  \ 
943-1880. 

To  be  assured  of  receiving 
our  fully-illustrated  thoroughly- 
researched  catalogues  or  to 
check  on  the  status  of  your 
subscription,  call  Marie  Alberti 
at  800-622-1880  or  212-943-1880.  | 
Call  today! 


1999  Auction  Calendar 


January  22  & 23, 1999 
Stocks  & Bonds 
Strasburg,  PA 

® February  19,  1999 
Currency,  Stocks  & Bonds 
Chicago,  IL 

Spring  1999 
Autographs  - NYC 

May  3,  1999 
gl  Coins  - NYC 

June  17-20,  1999 
IgS'  Paper  Money,  Stocks  & Bonds 
}W(  Memphis,  TN 


/- 
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Capital  300.000.000  de  pesetas  - Dom 
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-UMAR,  DANIELS  4 CO.- 
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......... ,r.  .......  Utl. 


Hits  • llutf 


Now  Available  - Our  new  76-page  fully-illustrated  fixed  price  list 
of  U.S.  and  International  Stocks  & Bonds  - 
Yours  FREE  when  you  call  800-622-1880. 

StePK™nGF°o“7l'h  MEMBER 

members 


SOCIETY  OF 
MONEY 


§ im  Eg  isno  m 


26  Broadway,  Suite  271,  New  York,  NY  10004-1701  • e-mail:  info@rm-smythe.com 

800-622-1880  • NYS:  212-943-1880  • Fax:  212-908-4047  • www.rm-smythe.com 

= We  Buy,  Sell  and  Auction  the  Very  Best  in  Financial  History 


MUSEUM 


AMERICAN 


FINANCIAL 


HISTORY 


26  Broadway 
New  York  NY,  10004 
212  908-4519 

www.financialhistory.org 


